


QuestarCorporation

Vakt Proposition

Ques tar offers investors strong growth and cash

flows from stinctive integrated set of low-risk

natural gas companies Wexpro our unique natural

gas development company provides the poten

tial for higher returns than regulated operations

Questars regulated businesses retail gas distribu

tion and interstate gas transportation and storage

provide earnings that support our strong credit

ratings and pay competitive dividend

Earnings per share Dividend

2012 ftghlights

Shareholders realized 205% return on average

common equity

Questar generated adjusted EBITDAX of $567.8 million

up 5% from 2011

Dividends paid increased 7o over 2011

Questar repurchased 46 million shares at an

average price of $lgg5 per share

Questar Gas earned its allowed return for the

eighth straight year

Wexpro investment base increased 12o to $531.1 million

Questar Pipelines strategic review of Southern lrails

Pipeline resulted in compellinq opportunities

Return on Equity
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Financia Highflghts

Miiiions except per-share amounts

Revenues

Adjusted EBITDA

Net income

Earnings per diluted common share

per common share

Book value per common share

Year-end stock price

Average common diluted

shares outstanding millions

Total assets

Net cash provided by

operating activities

Capital expenditures

Capitalization

Long-term debt including current portion

Common shareholders equity

Total

Return on common shareholders equity

Return on assets

in p1 oyees

2010
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Percentage

Increase Decrease

Compound

Annual

Growth Rate

2012

1098.9

567.8

212.0

$1.19

0.665

591

19.76

Year Ended December31

2011

$1194.4

540.8

207.9

$1.16

0.62

5.81

19.86

2011-2012 2010-2011 2008-2012
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earned its allowed ROE for the

eighth straight year

During 2012 we invested

$162.1 million in distribution-

system upgrades $58.4 million

of that in an ambitious multi-

year program to replace aging

high-pressure feeder lines We

expect annual investments in

this program of $55 million to

$60 million to help drive Questar

Gas earnings growth of 7% to 9%

annually over the next five years

Questar Gas remains one

of the nations most cost- and

customer-conscious utilities The

companys customer-satisfaction

ratings measured by third-party

surveys are at an all-time high

The companys customer growth

remains above the national aver

age and is accelerating with

Utahs comparably robust econ

omy constructive regulatory

environment and energy costs

about 30% below the national

average contributed to Forbes

Magazine naming Utah the best

state for business and careers for

the third straight year

Questar Fueling Questar

has remained committed to

natural gas as transportation

fuel for more than three decades

Developing one of the nations

best compressed natural gas CNG

filling-station networks has earned

Questar national reputation

as leader in the field In 2012

the company capitalized on that

reputation by creating Questar

Fueling an unregulated

subsidiary that is natural

outgrowth of our expertise In

few short months Questar

Fueling has established itself and

is successfully competing in the

growing fleet-refueling business

The new venture is building one

of the nations largest NGV refuel

ing facilities and has contracts to

construct others for medium-

and heavy-duty fleets

Wexpro had another record year

as well growing net income 9% to

$103.9 million in 2012 while gener

ating adjusted EBITDA of $236.1

million Under the 1981 Wexpro

Agreement our unique natural

gas-development subsidiary

currently earns contractual 20%

after-tax return on capital invested

in successful development of cost-

of-service gas reserves dedicated

to Questar Gas In 2012 Wexpro

produced record 57.5 billion

cubic feet Bcf of natural gas for

Questar Gas and replaced 156%

of that production by adding

90 Bcf of new producing reserves

Over the past five years

Wexpros investment base has

increased 77% and its produc

ing reserves have increased 21%

while its finding costs have fallen

20% Wexpros low-cost develop

ment drilling will continue driving

growth for our owners Weve

invested nearly $1.4 billion since

1981 and plan to invest more than

$1 billion to drill another 800 to

900 well locations weve identi

fied This plan could drive 4% to

8% annual growth in Wexpros

investment base and earnings

over the next five years

Wexpro II- Since its 1981

creation the Wexpro Agreement

has saved Questar Gas custom

ers more than $1.3 billion and

produced an average return on

investment base of more than

20% for shareholders But it

governs development of only

certain properties that we owned

in the 80s And even though

technology has increased those

reserves we spent 2012 work

ing with regulators to duplicate

this model an perpetuate this

long-term hedge by adding new

properties At this writing hear

ings have been concluded in Utah

and were optimistic regulators in

Utah and Wyoming will see the

benefits of expanding this win

win model dubbed Wexpro II In

the meantime we have begun

to evaluate properties that could

potentially be added to new

agreement for the long-term

benefit of Questar Gas customers

and Questar shareholders

Questar Pipeline reported

net income of $64.7 million

and adjusted EBITDA of $180.8

million This FERC-regulated inter

state pipeline company remains

focused on identifying and devel

oping new opportunities and

improving services in core operat

ing areas Export capacity from

the Rockies is currently overbuilt

due to flat production resulting
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Our 2012 Report Card Our long-time practice is to review last years performance and share our goals

for the year ahead We try to set goals that stretch us beyond what our budgets say we can do then hold

ourselves accountable by linking compensation at all levels to performance against these goals

2012 Results

Questar Corporation

Generate consolidated net income of

$213 million

Goal not achieved Adjusted net income

was just
short of the goal at $212.3 million

Hold injury-incident rate to 1.5 injuries

per 100 employees

Goal achieved Questars rate was 1.37

Hold avoidable-automobile-accident

rate to per million miles driven

Goal not achieved Questars rate was 2.14

Hold corporate controllable expenses

to $74 million

Goal not achieved Corporate controllable

expenses were $76.3 million

Questar Gas

Generate net income of $48 million

Goal achieved Questar Gas earned

adjusted net income of $48.6 million

Hold operating-and- maintenance

expense per customer to $146 excluding

demand- side-management costs

Goal achieved OM expense per

customer was $143

Earn 10.35% return on equity

Goal achieved Adjusted return on

equity was 10.5%

Achieve customer-satisfaction rating

of 6.2 or better on 7-point scale

Goal achieved Questar Gass rating

was 6.4

Place Feeder-Lines 23 25 35 14 and

50 in service

Goal achieved All lines are in service

Wexpro
Generate net income of $97 million

Goal achieved Wexpro earned adjusted

net income of$103 million

Hold lease-operating expense on

wexpro-operated wells to $0.23

per thousand cubic feet equivalent

Mcfe of production

Goal not achieved Wexpros lease-

operating expense was $0.25 per Mcfe

Achieve finding cost for new natural gas

and oil reserves of $1.10 per Mcfe

Goal achieved Wexpros finding costs were

$0.92 per Mcfe

Add new natural gas and oil reserves of

at least 110 Bcfe

Goal achieved Reserve additions 151 Bcfe

Grow natural gas production volumes

by 5%

Goal achieved Production increased 14%

Initiate natural gas sales within

80 days of drilling completion

Goal achieved Wells were turned to

sales in an average of6l days

Questar Pipeline

Generate net income of $69 million

Goal not achieved Questar Pipeline

earned adjusted net income $63.6 million

Hold operating-and-maintenance

expense to $15.75 per decatherm of

contract demand

Goal achieved Questar Pipelines

OM expense was $15.41 per decatherm

of demand

Place Mainline 103 in service

Goal achieved Line was in service in

November

Place Uinta Basin transportation project

in service

Goal achieved Project was in service

in December

Create five-year integrated growth

design plan

Goal achieved Plan has been developed

Meet specified targets for update of

geographical information system

Goal achieved Targets were met

2013 Goals
Wexpro

Questar Corporation
Generate net income of $107 million

Generate consolidated net income of $214 million Hold lease-operating expense on all wells to $0.40 per

Hold injury-incident rate to 1.5 injuries per 100 employees
thousand cubic feet equivalent Mcfel of natural gas

and oil produced

Hold avoidable-automobile-accident rate to per million

miles driven
Achieve finding cost for new natural gas and oil reserves

of $1.20 per Mcfe

Questar Gas
Generate net income of $50 million

Manage workover and recompletion program using

1.5 workover rigs throughout the year

Hold operating-and-maintenance expense per customer

to $145 excluding demand-side-management costs
Questar Pipeline

Generate net income of $57 million

Achieve customer-satisfaction rating of 6.2 or better

on 7.point scale
Hold operating.and-maintenance expense to $15

per decatherm of contract demand

Questar Annual Report 2012



from low natural gas prices But

Questar Pipelines focus on the

regional market is enabling it to

stay cost-competitive and main

tain its gas storage leadership in

the Rockies In 2012 this strategy

was supported by projects that

added capacity of 87000 deca

therms per day

Questar Pipeline serves all

major Rockies producing basins

and interstate pipelines through

four hubs and generates cash

well in excess of its current capital

needs Over our five-year plan

this cash flow will support invest

ment in our other businesses

our growing dividend and

continuation of modest share-

repurchase program

Southern Trails Questar

Pipeline owns and operates the

Southern Trails Pipeline running

from the Four Corners area to

Southern California Current

and forecasted crude-oil market

dynamics support reconversion

of the pipeline to oil service its

original purpose We are in the

early stages of project to do so

Feasibility permitting right-of-

way construction and economic

studies indicate positive technical

and financial results Capital costs

of reconversion are estimated

to be between $400 million and

$500 million Pursuing an aggres

sive conversion schedule could

have the pipeline in service in

early 2016 at which time it could

generate significant earnings

and cash flow depending on the

ultimate costs and tariff Questar

Pipeline is evaluating all options

The projects potential has

produced substantial interest

from several parties

Were excited about the

growth opportunities in each of

Despite continued

economic challenges

Ques tar is on track

to again deliver the solid

long-term performance

youve come to expect

our businesses and were working

on others In 2012 we faced

some financial headwinds and

2013 could be modest reset year

for us After looking at several

options to maintain growth and

net income the board of directors

approved one-time retire

ment incentive that about 100

employees accepted One goal in

making the offer was to relieve

some uncertainty surrounding

decision to retire While we didnt

need major workforce reduc

tion we needed to become more

efficient to reflect the company

Questar is today We offer our

sincere thanks to employees

who accepted the incentive for

their important contributions to

Questars legacy

Despite continued economic

challenges Questar is on track to

again deliver the solid long-term

performance youve come to

expect Over the next five years

Questar plans to invest about

$2 billion resulting in 4% to

6% compound earnings annual

growth rate while generating

significant free cash flow from

Wexpro and Questar Pipeline

This will fund high-return growth

projects in all businesses and our

commitment to maintaining

competitive dividend with

goal of 60% payout ratio

Questars purpose is to make

lives better by developing and

delivering essential energy That

promise applies to those we serve

those we employ and those for

whom we manage our businesses

We appreciate the continued

confidence you demonstrate by

your investment in our company

our dedicated and experienced

workforce and our board of direc

tors Our 2012 results rewarded

you for your confidence and we

plan to continue offering you

industry-leading returns and

performance from our unique

set of low-risk integrated compa

nies Questar has the right people

and assets to deliver the promises

of natural gas Americas founda

tion fuel

Chairman President and Chief

Executive Office
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Questar Gas

Delivering affordable comfort and reliability

to homes and businesses

Questar Gas is the only non-munic

ipal gas-distribution utility in Utah

where 97 percent of our nearly

931000 customers live and do busi

ness The rest are in southwestern

Wyoming and southeastern Idaho

We added about 11500 custom

ers in 2012 Our customer growth of

1.3 percent is tied to Utahs economy

For several years in row Utah has

been recognized in national publi

cations as best state for business

ranked in the top 10 in growth

prospects business costs and regu

latory environment Utahs energy

costs are about 30 percent below

the national average and continue

receiving recognition

major reason Questar Gass

residential natural gas rates have

historically been among the nations

lowest is our contractually dedicated

cost-of-service gas supply During

2012 we met more than half of our

sales requirements with gas devel

oped and produced by our affiliate

Wexpro We are working to replicate

this unique arrangement that has

saved our customers $1.3 billion

since 1981 see pg

Questar Gas customers appreci

ate the value we provide More than

90 percent of our customers choose

natural gas for both space and water

heating Our customer-service ratings

remain at record highs while our

operating costs are among the

industrys lowest

930.8

919.2

909.6

8986

888.6

iiiII
2008 2009 2010 2011 2012

Questar Gas is also national

leader in developing natural gas-

vehicle infrastructure with network

of fueling stations along Utahs and

Wyomings heavily used traffic corri

dors Interest in CNG continues to

grow increasing throughput at

our stations Recent legislation

provides further incentives for fleet

owners to choose natural gas for

transportation

Power generation continues to

be one of the fastest growing market

segments on Questar Gass system

with three major third-party projects

scheduled for start-up in 2013

and 2014

Customers

Thousands

Logarr

UT

Rock Spring

-vI
-J

Price

Moob

Richeld

St George

Operations

Questar Gas

Principal cities served

Interstate pipelines

Questar Annual Report 2012





Wexpro

Delivering energy security jobs

and responsible development to America

Wexpro is unique in the natural

gas industry Like other explora

tion-and-production companies

Wexpro develops natural gas and oil

However the reserves it produces are

contractually dedicated to our utility

Questar Gas Under the terms of the

comprehensive Wexpro Agreement

the company produces and deliv

ers these reserves to Questar Gas

at its cost of service so Wexpros

economic model is similar to

regulated utility

Pinedale

About 120 future locations

Church Buttes

About 140 future locations

Uinta Basin

About 50 future locations

The Wexpro Agreement

allows us to recover our costs and

earn an after-tax return of about

20 percent on Wexpros invest

ment base our net investment in

commercial wells and related facili

ties adjusted for depreciation and

deferred taxes At the end of 2012

our Wexpro investment base totaled

$531.1 million

The Wexpro Agreement runs for

the life of the oil and gas properties

originally included in 1981 and the

companys current operations

are limited to those properties

But advances in technology have

unlocked significant growth poten

tial for years to come Wexpro has

identified nearly 1000 risked

locations yet to drill more than

$1 billion of development opportuni

ties that could support revenue and

net-income growth into the future

while delivering cost-of-service

natural gas supplies to Questar Gas

customers

Vermillion Basin

About 310 future locations

In recent years Wexpro has

provided more than half of Questar

Gass supply requirements Its current

development drilling is focused

on western Wyomings Pinedale

Anticline and in the Vermillion Basin

on the Wyoming-Colorado state line

By drilling several wells from single

well pad improving operations and

upgrading drilling rigs Wexpro was

Investment Base

Millions $531.1

$474.4
$456.6

$431.9
$410.6

ilill
2008 2009 2010 2011 2012

able to reduce drilling times by an

impressive 33 percent over the past

year minimizing its environmental

impact

In the 30 years since its creation

the Wexpro Agreement has saved

Questar Gas customers more than

$1.3 billion Wexpro and Questar

Gas representatives have proposed

to Utah and Wyoming regulators

similaragreement that would apply

to new properties Wexpros tech

nical staff is evaluating properties

that regulators could consider for

inclusion in this new opportunity to

duplicate Wexpros proven success

Questar Annual Report 2012





Questar Pipeline
Safely delivering the clean energy that powers

the economy and innovation

Questar Pipeline provides natural

gas-transportation and underground-

storage services in Utah Wyoming

and Colorado The company and its

subsidiaries own and operate 2638

miles of interstate pipeline with total

daily firm-capacity commitments

of 5039 Mdth

Our core transmission systems

Questar Pipeline and Overthrust

Pipeline serve all major Rockies

producing basins As regional

market center we gather process

and transport gas from these produc

ing areas and deliver it to major

pipelines through four hubs and to

Questar Gass distribution system

In 2012 Questar Pipeline

completed several projects that

increased reliability and added

capacity They included an 8.5-mile

extension of 20-inch-diameter

pipe in Colorado providing an

additional 7500 decatherms of daily

dth/d capacity and project that

will transport nearly 80000 dth/d

of high-Btu gas to processing plant

in the Uinta Basin

In 2013 we plan to further

increase southern-system capacity by

looping 14.7 miles of pipe to accom

modate volumes of 63000 dth/d

Another project will deliver higher

pressures to Questar Gas in support

of new power-generation plant

requiring 90000 dth/d

Through subsidiary Questar

Pipeline owns and operates the

Southern Trails Pipeline running

from northwestern New Mexico to

Southern California Crude-oil market

dynamics support reconversion of

the pipeline to oil service

4973 5039

4744

4155
4243

Ill
2008 2009 2010 2011 2012

and we are working on project

to do so The reconverted pipeline

would transport oil from the San

Juan and Permian Basins to refiner

ies in Long Beach Questar Pipeline is

evaluating all options from operat

ing it ourselves or with partner to

outright sale

We also own and operate Clay

Basin the Rockies largest under

ground-storage reservoir In 2011

Clay Basins capacity was increased to

120.2 Bcf In 2012 we studied further

expansion with promising results

Through subsidiaries we also

own and operate gathering lines and

processing facilities and provide well-

head-automation and measurement

services to Rockies and Williston

Basin oil and gas producers

San Juan

Basin

hernaiIs
Questar Annual Report 2012 11
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QuestarFueling

Delivering economy and efficiency

to the transportation industry

Questar Fueling was created in 2012

to provide consulting design pack

aging construction and maintenance

of NGV-fueling stations for privately

owned companies For three

decades Questar had been devel

oping the experience and industry

reputation to provide these valuable

services But its regulated utility was

unable to compete for the opportu

nity to serve growing medium- and

heavy-duty truck market that is

Topeka Kansas

Frito-Lay

moving to clean-burning natural

gas as transportation fuel

Local and national fleet

operators immediately recognized

the value of Questars nearly three

decades of CNG experience and

commitment to NGVs And now

Questar Fueling is equipped to meet

fleet operators NGV fueling needs

Questar Fueling signed an agree

ment to build own and operate one

of the nations largest compressed

natural gas CNG fueling facilities in

Houston Tex It will provide about

million gallons equivalent of natural

gas per year to about 200 natural

gas-powered trucks operated by

Swift Transportation and Central

Freight Lines Most of the trucks will

use the stations overnight refueling

facilities The rest will use five-lane

high-speed-fueling facility that will

also be open to the public

Questar Fueling expects to

enhance its relationship with Swift

Transportation Central Freight and

other companies to significantly

grow its business over the next

few years

Killingly Connecticut

Frito-Lay

In November Questar Fueling

responded to Frito-Lays Request

for Proposal to install CNG fueling

facilities and was chosen to

construct stations in Killingly Conn

and Topeka Kan The stations have

long-term contracts and are sched

uled to be in service by the end of

September 2013

Increasing use of natural gas

for transportation will be part of

any solution to the nations clean-

air and affordable-energy chal

lenges The promises of natural gas

are being realized The technology

is here original-equipment vehicle

manufacturers are providing the

products and Questar Fueling is

well-positioned to help provide

the infrastructure

Houston Texas

Swift/Central

Questar Annual Report 2012 13





Corporate Responsibility

Delivering support to communities and protection

to people and the environment

At Questar our decisions are guided by commitment to ethical conduct safety environmental stew

ardship and community support Developing and delivering natural gas depends on continued public

support The actions of individual employees are the key our commitment to them has resulted in our

reputation as top employer and good corporate citizen

Protecting employees

and the public

Questar employees take safety seri

ously Each one shares responsibility

for ensuring safe workplace and

safe operations We have devel

oped high expectations for safe

performance in each business and

recognize excellence

Our increased emphasis on

employee safety over the past five

years
has resulted in positive trends

In 2012 our utility set record for

fewest work days lost to injuries and

experienced its lowest personal-

injury rate in five years

Examples of our increasing commitment include

corporate-wide safety initiatives including required safety meetings and

safety training for all employees area-specific training in CPR/first aid

defensive driving and ATV and fork lift operation

professional presentation highlighting the importance of

on-the-job safety

workplace-focused Community Emergency Response Team training

for 60 employees

Questar Gass weekly safety-related conference calls annual safety

report card assessments and quarterly safety events to encourage

employees to identify potential safety improvements

Questar Pipelines new Workers Observing Workers WOW program

under which 170 individualized safety assessments were conducted safety

committee newsletters and weekly safety messages

Wexpros monthly safety meetings and broadening commitment to

self-inspection program formalized and periodically reviewed safety-

standard practices classroom and on-the-road driving instruction and

study to minimize exposure to hazards in our producing fields

Reportable Vehicle Accident Rate

Per Mi/lion Mi/es Driven

4.90 4.89 4.88

5.05 5.07

1111811
2007 2008 2009 2010 2011 2012

OSHA Recordable Injury Rate

Per 100 Full-Time Equivalents

4.81

4.20

3.10
2.99 3.02

Iiiii
2007 2008 2009 2010 2011 2012

Mike Platt top

Mike Sorenson center

Todd Quinn bottom left

Ron Hyer bottom right
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lot hr SaIty

Sin Questar 1929 ongins we have engaged in

eVery phase of natural gas service from wellhead to

burner tip While delivenng the natural gas our custom

ers rely on for their comfort and livelihood we have

earned an enviable record for safety and reliability

We have continuously upgraded our pipeline system

bq nning with our early practice of pressure testing

tra smission pipe and continuing today with our pipe

line replacement projects Questar Gass replacement

eflo ts began decades ago initially to remove cast iron

and bare steel pipe from our systerri and continue today

as cond tions indicate the need to replace pipe The

utility is investing $55 million to $60 million annually

in an ambitious multi
year program to replace aging

high pressure feeder lines with four projects completed

in 2012

As part of its integrity management program

Questir Pipe inc has completed in line inspections on

1208 iiles or 46 percent of its system Over the next

fiva years the company will inspect another 3/0 miles

of its system To date Questar Pipeline has reconciled

65 aercent of its entire system for the verification of

maximum allowed operating pressures

mprovrng the environmnt

Questars strong environmental commitment begins at

the top and is emphasized at every level of the corpora

tion and is expected of our contractors We understand

that respect and protection of our valuable environ

mental resources is not only iequirement but is also

the right thing to do

hermWi

onserva Programs

Questar Gas has paid

out more than 500000

rebates since introducing

its popular ThermWise

energy conservation

programs in 200/ About

one in five customers

has taken measures to

conserve natural gas for total annual savings of

about 3.3 million Dth or the amount of natural gas

used by 41250 residential customers

Questar Gas along with the Utah Jazz Rocky

Mountain Power the state of Utah Salt Lake City and

waste and irrigation companies created the Green team

to promote conservation and sustainahility Under the

Green Team banner conservation messages are shared

with sports fans who pledge to take action in exchange

for tickets and prizes



Na cGasVehi sNVs
Guestar committed to using and promoting NGVs

thc woi Id dcanest vehicles We are actively engaged in

puhhc and private initiatives There are 40 CNG refueflnq

statians within Questir Gass sm vice area making the

yscem the mot extensive pci capita in the country

vVh re possible Questars fleet vehicles have been

nine ng oi compressed natural gas NG for three

dec es In 2012 412 vehicles in our fleet used about

00 gallons equivalent of CNG This ieduced carbon

dioxide emissions by 25 percent and carbon monoxide

me ions by up to 97 percent over gasoline

\Iev QcstarC nter

iestar moved into our new headquarters in March

2012 It features expected FED certihcation use of envi

roiiinentally friendly construction practices and materials

pub transportation access bicycle friendly facilities and

reduc Lions in water and energy use We supported Salt

Lake Chamber initiative by pioviding discounted parking

to employees who drive natural gas vehicles

1o roil imixe our environmental impact and give

back to the community we repurposed much of our

fui niture by donating it to nonproht aqencies Ninety

nin pe cent of the Questar Building furniture not needed

in ft new Questar Centei was diverted from the landfill

by donati ig it to local charities or recycling it he result

of ftc repurposiiig/recycling was timated to be reduc

tion more than 100 tons of carbon dioxide equal to

not rcirninq about 11000 gallons of gasoline

Greenho Ga Lmissio is

Questar Corporation has been voluntarily quantifying

our greenhouse qas emissions primarily cai bon dioxide

and methsne and reporting our caihon footprint since

before EPA reporting mandates began in 2011

For 2011 Questar Gas reported 1847145 metric tons

of potential GHG emissions from natural gas used by our

customers Ouestar Pipeline reported 244049 metric tons

of GHG emissions from combustion at its large facilities

EPA also requires fugitive GHG emissions be ieported

These are small natural gas leaks that occur during

operations and are repaired when discovered Using

EPA approved methods we estimated these emissions

for all Questar companies at 559655 metiic tons in 2011

2012 totals will be available in our full SR report at

www.questar.c em

pellnc Const uction rid doma io

Questar takes great pride in our construction and

site reclamation practices Ouestar Pipeline was again

commended for efforts to protect scenic views and sensi

tive landscapes along the Green River during its Mainline

104 extension project The company received the Utah

Goveinors Earth Day Awird for going beyond what is

required to protect the environment while developing

Utah natural resources

This prolect also earned the Interstate Oil and Gas

Compact Commissions 2012 Chairmans Stewardship

award The company was recognized for number of

innovative mitigation measures and demonstrating

exemplary efforts in environmental stewardship
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\fter mother Quc star Pipehr project cro sed

Utit Whitc River the ompa iy donatd 5125 000

th Upper Colorad River ndangerc Fish Re overy

roqrarn to purchase an Inst sensi ig anC nn

on be of he White Rv tI mortos

endanqc red fi id their habitat

ro io It ovc ic it

In our dnHing procjrarn pror ss imprc sic nts and

efficier cy gain have tic lpe us minim ze ou impact on

thc cnvironm nt Ih include rig upgr ides to acrlitate

drill nj iere rnultipl wells are irilk from th

rne mr ccv luccuon ripiov
drili bit deegn cvlric Fr

esults in nore eff am operations and fwer missions

id green corn letions wi ich also result in fewer

emissk ns and waste pioducts

In 2012 average drill tin es for the primary riq

under Wexpros directior dccc ased Ly 33 percent

he rig ranked in the top ix rcent of fiR ient

drilling igs in tie Unite States based on

total footage irilk

QTIWS

Questa lRamWise cam was organizcd in

2007 to prom te sustainable bu mess prac tees by

ura jing sip oyc es to thi green md ek

it ne qy fficie it products and servicc

he mmWisc team started rc cycli ig progrim

in 2003 and mtinues to cxpand cov raqe include

more recycl ib items cnd addit onal locatmc Oth

eamVVmse initi itive rick dc

Jord in Rive Parkway Projnct Questar w-ms th first

compar to oirticipate ri Salt take City nrw Adopt

Ti uI prog am Voluntci ims end time cach mon

dc ximnq ip ash an monitoring areas of the Jordan

Parkway ir Salt take Crty

lear ti Air Challenge Questar rtic ipated

is Utahs 2012 Clear the Air Challenge Thr program

ponsorc Utahs gov mr md Wasatct ront

mayors is th long challeriqe to reducc vehiclc

nission by choosing alt rnctive to di iving lone

Qucstar invited cmployces om all arc as to partici mate

irough ca pooling bicyc ng and
using mass ranit

Qua tar ci loyees el minated 300 smnqle ocupany

tr ps rducmng vehicle emissions by more than T4001

unds

Idle Reduction Initiative Questar conduc ed

sevc month Test program to reduc veh cI idling in

its cariston Wyo service irea The te eli ed mtablmsh

idelines is Questar fleet vehicles th it include

turning off the engine upon stopping at loction

Not cllowino idlir for morn th mci one

con ecutiv minutc

Avo ding mdlmg fo permod totaling more than

tive nirtes in iy ire hour nod

No idling of off roid equiprs mt

Ii ii



Makhig communities better

Questar depends on the communities we serve in the

same way they depend on us to successfuHy provide

our services In return we make lives better by invest

ing in our customers and employees quality of life

Giving Back

Questar was presented the 2012 Spirit of Giving

Award by the Utah Society of Fundraisers and the

Utah Nonprofits Association In 2012 Questar and its

employees donated $1.1 million to United Way agen

cies and $441000 to other charitable organizations

Our Education Arts and Native American Scholarship

foundations provided another $574000 These chari

table foundations hold assets valued at $6.5 million

We are also long-time sponsors and provide staff

for both Junior Achievement and Utah Business

Week leadership camp for high school students

Four adopted elementary schools benefit from our

employees and shareholders generosity

Volunteering

Last year 665 Questar employees gave more than

5700 hours of personal time to volunteer for projects

across our service territory Ongoing projects include

providing twice-weekly tutoring to 50

elementary school students

delivering Meals on Wheels to 31 home

bound recipients five days week

preparing meals for Ronald McDonald House

residents three to four times month

helping to buy process and pack more than

95000 pounds of meat for the Utah Food Bank

sponsoring and providing staffing for Utahs

Multiple Sclerosis Societys Walk MS

providing staffing and riding team for the

2012 Diabetes Tour de Cure hike race

tented engaged workforce

Every day our employees bring their talents skills and

dedication to our workplace and the communities we

serve Their commitment to teamwork productivity

and quality customer service creates positive work

environment where employees engage in challenging

work Our culture and varied training programs help

employees enjoy their work and tackle projects

in creative and new ways

Hiring and retaining great employees are keys

to our success Our hiring practices comply with

employment laws as we select people from the local

communities we serve to fill wide range of adminis

trative operations and professional jobs

In .2WC ernoloynes eve .rnore than 5/I

hon.rs personal time to vounteee

Questar Annual Report 2012 19



id Len it 3e ti

Questar cmi pctitive npensation and benefits

help rs cruit etain skifled workfoi cc Regular salary

surveys us irt ompetitive pay that rcwar rnployees

ts c.hnic al ills educ ado md job spon ii ilities

nd nployees rsceive inccntivt cormmocrisation when

thc busir cs units Khieve meu goal

uur rxnefiispackaqe gniy ratei oyemployees

hose valuable progra mis inciuds med sal dental mental

alt prc ription an vis fl plans 01 rk an witl

nployer rmatc rid time off Ic and businc ss travel

irour nce pro tax flexi le spendi mg counts mcdi

cml osts and dependent ai health savir awounts

short and
long term di abili varisty of Ilness

pro jram including fitness center in our headquarter

ognition and scrvee awmrds supplemc it insurancc

pt ns md other voluntary programs

of ss Dcv my

We ire cornumittsd to oils ing pr mgi iris that allow

mdividuals to arn grow and dew le it kills We

rccogrriie that lifelonq learrLng piov ds rs nal

fulfill i-rent and elps employses grow pe so ally md

profc ssio imlly ott
ey are bettc prep red to var cc

in thei art rs

mploye development is supported by the job

arid dassroom aining on inc tr mining programs duca

tion assist into executive management devs loom mt

and nternal tworking with tI Questa Wor men

twork nd Questar ProP ssional Development group

It rot

IN are mking steps to nsu uccession lann ng

and knowledge transfei programs in plots to main

tairi ir high level of service and eratio ms To address

thi critii cI issu we actively engaged in succession

phnnurq md identifying po ential candid mtes who car

stc into future monaqc merit positions

Ouestar conipanies use workforce lanning to mIs

that help insure knowledgc and skills an trans errr

to current and mew employc es me corripanic con nice

to develop job specific skil nyc ntonie Questar Rips

line is al writing skills guides for it employee

rking with joint industry tr rining project and is

pa tneriimg with loca commu mity college to provide

techimical trairmincj

Mars info motion and copies of our sr fety rnvironrn ital and

mp/oyirionr pa1 cits can hr found in ih oiporate Infoimatiun

Sr crioii tOt bar/s of this repori or in ir SC palate aiporl it

ocia/ Re.spori i/iry Report at wwwquestai corn



UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington D.C 20549

FORM 10-K
Washington DC 20549

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15d
OF THE SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended December 31 2012

QUE5TAR
Exact name of registrant as specified State or other Commission File Number I.R.S Employer

in its charter jurisdiction of Identification No
incorporation or

organization

Questar Corporation
Utah 00 1-08796 87-0407509

Questar Gas Company Utah 333-69210 87-0155877

Questar Pipeline Company Utah 000-14147 87-0307414

333 South State Street P.O Box 45433 Salt Lake City Utah 84145-0433

Address of principal executive offices

Registrants telephone number including area code 801 324-5900

Web site http//www.questar.com

Securities registered pursuant to Section 12b of the Act

Questar Corporation Common stock without par value listed on the New York

Stock Exchange

Questar Gas Company None

Questar Pipeline Company None

Securities registered pursuant to Section 12g of the Act

Questar Corporation
None

Questar Gas Company None

Questar Pipeline Company None

Indicate by check mark if the registrant is well-known seasoned issuer as defined in Rule 405 of the Securities Act

Questar Corporation
Yes No

Questar Gas Company Yes No

Questar Pipeline Company Yes No

Indicate by check mark whether the registrant has filed all reports required by Section 13 or 15d of the Securities

Exchange Act of 1934 during the preceding 12 months or for such shorter period that the registrant was required to file such

reports and has been subject to such filing requirements for the past 90 days

APR 112013
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Questar Corporation Yes No

Questar Gas Company Yes No

Questar Pipeline Company Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site if any every

Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T Section 232.405 of this

chapter during the preceding 12 months or for such shorter period that the registrant was required to submit and post such

files

Questar Corporation Yes No

Questar Gas Company Yes No

Questar Pipeline Company Yes No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K Section 229.405 of this

chapter is not contained herein and will not be contained to the best of registrants knowledge in definitive proxy or

information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K

Questar Corporation

Questar Gas Company

Questar Pipeline Company

Indicate by check mark whether the registrant is large accelerated filer an accelerated filer non-accelerated filer or

smaller reporting company See definitions of large accelerated filer accelerated filer and smaller reporting company in

Rule 12b-2 of the Exchange Act Do not check non-accelerated filer if smaller reporting company Check one

Questar Corporation Large accelerated filer Accelerated filer Non-accelerated filer Smaller reporting company

Questar Gas Company Large accelerated filer Accelerated filer Non-accelerated filer Smaller reporting company

Questar Pipeline Company Large accelerated filer Accelerated filer Non-accelerated filer Smaller reporting company

Indicate by check mark whether the registrant is shell company as defined in Rule 12b-2 of the Exchange Act

Questar Corporation Yes No

Questar Gas Company Yes No

Questar Pipeline Company Yes No

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to

the price at which the common equity was last sold or the average bid and asked price of such common equity as of the last

business day of the registrants most recently completed second fiscal quarter June 30 2012 The aggregate market value was

calculated by excluding all shares held by directors and executive officers of the registrant and three nonprofit foundations

established by the registrant without conceding that all such persons are affiliates for purposes of federal securities laws

Questar Corporation $3.7 billion

Questar Gas Company None

Questar Pipeline Company None
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Indicate the number of shares outstanding of each of the issuers classes of common stock as of January 31 2013

Questar Corporation without par value 175097361

Questar Gas Company $2.50 per share par value 9189626

Questar Pipeline Company $1.00 per share par value 6550843

Documents Incorporated by Reference

Portions of Questar Corporations definitive Proxy Statement the Proxy Statement to be filed in connection with its May

10 2013 Annual Meeting of Shareholders are incorporated by reference into Part III of this Annual Report

Questar Gas Company and Questar Pipeline Company as wholly-owned subsidiaries of reporting company meet the

conditions set forth in General Instruction 11 and of Form 10-K and are therefore filing this form with the reduced

disclosure format
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FILING FORMAT
This Annual Report on Form 10-K is combined report being filed by three separate registrants Questar Corporation Questar

Gas Company and Questar Pipeline Company Questar Gas Company and Questar Pipeline Company are wholly-owned

subsidiaries of Questar Corporation Separate financial statements for Wexpro Company have not been included since Wexpro

is not registrant See Note 13 to the accompanying financial statements for summary of operations by line of business

Information contained herein related to any individual registrant is filed by such registrant solely on its own behalf Each

registrant makes no representation as to information relating exclusively to the other registrants

Item of Part II of this Annual Report on Form 10-K includes separate financial statements i.e statements of income

statements of comprehensive income balance sheets statements of equity and statements of cash flows for Questar

Corporation Questar Gas Company and Questar Pipeline Company The notes accompanying the financial statements are

presented on combined basis for all three registrants Managements Discussion and Analysis of Financial Condition and

Results of Operations included under Item of Part II is presented by line of business
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Where You Can Find More Information

Questar Corporation Questar or the Company and two of its subsidiaries Questar Gas Company Questar Gas and Questar

Pipeline Company Questar Pipeline each file annual quarterly and current reports with the Securities and Exchange

Commission SEC Questar also regularly files proxy statements and other documents with the SEC These reports and other

information can be read and copied at the SECs Public Reference Room at 100 Street N.E Washington D.C 20549-02 13

Please call the SEC at 1-800-SEC-0330 for further information on the operation of the Public Reference Room The SEC also

maintains an internet site at http//www.sec.gov that contains reports proxy and information statements and other information

regarding issuers that file electronically with the SEC including Questar Questar Gas and Questar Pipeline

Investors can also access financial and other information via Questars internet site at www.questar.com Questar and each of its

reporting subsidiaries make available free of charge through the internet site copies of Annual Reports on Form 10-K

Quarterly Reports on Form 10-Q Current Reports on Form 8-K and any amendments to such reports and all reports filed by

executive officers and directors under Section 16 of the Securities Exchange Act of 1934 as amended the Exchange Act

reporting transactions in Questar securities Access to these reports is provided as soon as reasonably practical after such

reports are electronically filed with the SEC Information contained on or connected to Questars internet site that is not directly

incorporated by reference into the Companys Annual Report on Form 10-K should not be considered part of this report or any

other filing made with the SEC

Questars internet site also contains copies of Statements of Responsibility for various board committees including the Finance

and Audit Committee Corporate Governance Guidelines and Questars Business Ethics and Compliance Policy

Finally you may request copy of filings other than an exhibit to filing unless that exhibit is specifically incorporated by

reference into that filing at no cost by writing or calling Questar 333 South State Street P.O Box 45433 Salt Lake City UT

84145-0433 telephone number 801-324-5900

Forward-Looking Statements

This Annual Report on Form 10-K may contain or incorporate by reference information that includes or is based upon

forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 as amended the Securities Act

and Section 21 of the Exchange Act Forward-looking statements give expectations or forecasts of future events You can

identify these statements by the fact that they do not relate strictly to historical or current facts They use words such as

anticipate estimate expect project intend plan believe and other words and terms of similarmeaning in

connection with discussion of future operating or financial performance In particular these include statements relating to

future actions prospective services or products future performance or results of current and anticipated services or products

development efforts expenses the outcome of contingencies such as legal proceedings trends in operations and financial

results

Any or all forward-looking statements may turn out to be wrong They can be affected by inaccurate assumptions or by known

or unknown risks and uncertainties Many such factors will be important in determining actual future results These statements

are based on current expectations and the current economic environment They involve number of risks and uncertainties that

are difficult to predict These statements are not guarantees of future performance Actual results could differ materially from

those expressed or implied in the forward-looking statements Factors that could cause actual results to differ materially

include but are not limited to the following

the risk factors discussed in Part Item 1A of this Annual Report on Form 10-K

general economic conditions including the performance of financial markets and interest rates

changes in energy commodity prices

changes in industry trends

changes in laws or regulations and

other factors most of which are beyond the Companys control

Questar undertakes no obligation to publicly correct or update the forward-looking statements in this Annual Report in other

documents or on the internet site to reflect future events or circumstances All such statements are expressly qualified by this

cautionary statement
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Glossary of Commonly Used Terms

Billion

Barrel bbl Equal to 42 gallons and is common measure of volume of crude oil and other liquid

hydrocarbons

British Thermal measure of the amount of energy required to raise the temperature of one-pound mass of water one
Unit Btu degree Fahrenheit at sea level

Conservation rate mechanism in Utah and Wyoming that decouples customer usage of natural
gas

from the non-gas

Enabling Tariff revenues received by Questar Gas by specifying margin for each customer per
month Differences

CET between the CET margin and actual usage are deferred and recovered from or refunded to customers

through future rate changes

Cubic Foot ci One standard cubic foot equals the volume of
gas

in one cubic foot measured at standard conditions

temperature of 60 degrees Fahrenheit and
pressure

of 30 inches of mercury approximately 14.7

pounds per square inch

Cubic Foot Cubic foot of natural gas equivalents

Equivalents cfe

Decatherm dth Ten therms One dth equals one million Btu or approximately one Mcf

Demand-Side Costs incurred by Questar Gas to promote energy
conservation in the form of rebates and promotions

Management These DSM costs are recovered from customers through periodic rate adjustments

DSM

Developed Reserves of any category that can be expected to be recovered through existing wells with existing

Reserves equipment and operating methods or in which the cost of the required equipment is relatively minor

compared to the cost of new well See 17 C.F.R 210.4-10a6

Development well drilled into known producing formation in previously discovered field

Well

Dry Hole well drilled and found to be incapable of producing hydrocarbons in sufficient quantities such that

proceeds from the sale of production exceed expenses and taxes

Exploratory Well well drilled into previously untested geologic prospect to determine the
presence

of natural
gas or

oil

FERC Federal Energy Regulatory Commission

Gallon gal U.S measure of liquid volume equal to quarts or 231 cubic inches

Gas All references to gas in this report refer to natural gas

Gross Gross natural gas and oil wells or gross acres are the total number of wells or acres in which the

Company has working interest

Heating Degree measure of the number of degrees the average daily outside temperature is below 65 degrees

Days Fahrenheit

Thousand

MM Million

Natural Gas Oil and NGL volumes are converted to natural gas equivalents using the ratio of one barrel of crude oil

Equivalents condensate or NGL to 6000 cubic feet of natural gas

Natural Gas Liquid hydrocarbons that are extracted and separated from the natural gas stream NGL products

Liquids NGL include ethane propane butane natural gasoline and heavier hydrocarbons
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Net Net gas
and oil wells or net acres are determined by the sum of the fractional ownership working

interest the Company has in those gross
wells or acres

Proved Reserves Those quantities of natural gas oil condensate and NGL which by analysis of geoscience and

engineering data can be estimated with reasonable certainty to be economically producible from

known reservoirs under existing economic conditions operating methods and government regulations

See 17 C.F.R 210.4-10a22

PSCU Public Service Commission of Utah

PSCW Wyoming Public Service Commission

Reserves Estimated remaining quantities of natural gas oil and related substances anticipated to be economically

producible by application of development projects to known accumulations In addition there must

exist or there must be reasonable expectation that there will exist the legal right to produce See 17

C.F.R 210.4-10a26

Reservoir porous and permeable underground formation containing natural accumulation of producible

natural gas and/or oil that is confined by impermeable rock or water barriers and is individual and

separate from other reservoirs

Royalty An economic interest in gas and oil lease that gives the owner the right to receive portion of the

production from the leased acreage or of the proceeds of the sale thereof but generally does not require

the owner to pay any portion of the costs of drilling or operating the wells on the leased acreage

Royalties may be either landowners royalties which are reserved by the owner of the leased acreage at

the time the lease is granted or overriding royalties which are usually reserved by an owner of the

leasehold in connection with transfer to subsequent owner

SEC U.S Securities and Exchange Commission

Undeveloped Reserves of any category that are expected to be recovered from new wells on undrilled acreage or

Reserves from existing wells where relatively major expenditure is required for recompletion See 17 C.F.R

210.4- 10a3

Wexpro long-standing comprehensive agreement with the states of Utah and Wyoming The agreement was

Agreement effective August 1981 and sets forth the rights of Questar Gas to receive certain benefits from

Wexpros operations The agreement was approved by the PSCU and PSCW in 1981 and affirmed by

the Supreme Court of Utah in 1983

Wexpro proposed agreement with the states of Utah and Wyoming modeled after the Wexpro Agreement that

Agreement would allow for the expansion of properties
under the cost-of-service methodology for the benefit of

Questar Gas customers

Working Interest An economic interest in
gas

and oil lease that gives the owner the right to drill produce and conduct

operating activities on the leased acreage and receive share of any production

Workover Operations on producing well to restore or increase production
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PART

ITEM BUSINESS

Nature of Business

Questar is Rockies-based integrated natural
gas holding company with three principal complementary lines of business

operated through wholly-owned subsidiaries

Questar Gas provides retail natural gas distribution in Utah Wyoming and Idaho

Wexpro Company Wexpro develops and produces natural
gas

from cost-of-service reserves for Questar Gas customers

Questar Pipeline operates interstate natural
gas pipelines and storage facilities in the western United States and provides

other energy services

Questar is headquartered in Salt Lake City Utah Shares of Questar common stock trade on the New York Stock Exchange

NYSESTR

Questar is holding company as that term is defined in the Public Utility Holding Company Act of 2005 PUHCA 2005
because Questar Gas its subsidiary is natural gas utility company Questar however has an exemption and waiver from

provisions of the Act applicable to holding companies Questar conducts all operations through subsidiaries The parent holding

company performs certain management legal financial tax administrative and other services for its subsidiaries

The corporate organization structure and major subsidiaries are summarized below

Questar Corporation

____ ____
Questar Gas Company Wexpro Company Questar Pipeline Company

Retail Gas Distribution Gas and Oil Development and Interstate Gas Transportation

Production and Storage

See Note 13 to the consolidated financial statements included in Item of Part II of this Annual Report for financial

information by line of business including but not limited to revenues from unaffiliated customers operating income and

identifiable assets discussion of the Companys lines of business follows

RETAIL GAS DISTRIBUTION Questar Gas

General Questar Gas distributes natural gas as public utility in Utah southwestern Wyoming and small portion of

southeastern Idaho It generated approximately 25% of the Companys operating income in 2012 Wexpro provides the majority

of Questar Gass
gas supply and Questar Pipeline provides the majority of Questar Gass transportation and storage services As

of December 31 2012 Questar Gas was serving 930760 sales and transportation customers Questar Gas is the only non

municipal gas-distribution utility in Utah where 97% of its customers are located The Public Service Commission of Utah the

Wyoming Public Service Commission and the Public Utility Commission of Idaho have granted Questar Gas the necessary

regulatory approvals to serve these areas Questar Gas also has long-term franchises granted by communities and counties

within its service area
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Questar Gass growth is tied to the economic growth of Utah and southwestern Wyoming It has market share of over 94% of

residential space
and water heating in its service area During 2012 Questar Gas added 11524 customers 1.3% increase

Questar Gas faces the same risks as other local distribution companies These risks include revenue variations based on

seasonal changes in demand changes in natural gas prices availability of natural gas supplies declining residential usage per

customer adequacy of distribution facilities and adverse regulatory decisions Questar Gass sales to residential and commercial

customers are seasonal with substantial portion of such sales made during the heating season The typical residential

customer in Utah defined as customer using 80 dth per year consumes more than 79% of total gas requirements in the

coldest six months of the year Questar Gas however has weather-normalization mechanism for its general-service

customers This billing mechanism adjusts the
non-gas portion of customers monthly bill as the actual heating-degree days in

the billing cycle are warmer or colder than normal This mechanism reduces volatility in any given customers monthly bill

from year to year and reduces volatility in Questar Gas gross margin

Since 2006 Questar Gas has had conservation enabling tariff CET to promote energy conservation Under the CET Questar

Gas non-gas revenues are decoupled from the temperature-adjusted usage per customer The tariff specifies margin per

customer for each month with differences to be deferred and recovered from customers or refunded to customers through

periodic rate adjustments These adjustments are limited to 5% of distribution non-gas revenues Under the CET Questar Gas

recorded $2.9 million revenue decrease in 2012 compared with $3.6 million decrease in 2011 and $2.9 million increase in

2010 which offset changes in customer usage

Since 2007 Questar Gas has had demand-side management DSM program Under the DSM program Questar Gas

encourages the conservation of natural
gas through advertising rebates for efficient homes and appliances and home energy

audits The costs related to the DSM program are deferred and recovered from customers through periodic rate adjustments

Questar Gas received revenues for recovery of DSM costs amounting to $36.6 million in 2012 compared to $39.9 million in

2011 and $39.1 million in 2010 As of December 31 2012 Questar Gas had regulatory asset of $11.0 million for DSM costs

yet to be recovered from customers

Questar Gass gas-supply risk is partly mitigated by Wexpro cost-of-service gas supply During 2012 Questar Gas satisfied 68%

of its supply requirements with cost-of-service gas volumes Wexpro produces cost-of-service gas which is then gathered by

Wexpro or third parties and transported by Questar Pipeline See Item of Part and Note 17 to the financial statements

included in Item of Part II of this Annual Report for more information on the Companys cost-of-service proved reserves

Questar Gas also has balanced and diversified portfolio of gas-supply contracts for volumes produced in Wyoming Colorado

and Utah In addition Questar Gas has regulatory approval to pass through in its balancing account the economic results

associated with hedging activities

Questar Gas has designed its distribution system and annual gas-supply plan to handle peak design-day demand which is

defined as the estimated volume of gas that firm customers could use when the weather is extremely cold For the 2012-2013

heating season Questar Gas had an estimated peak sales and firm-transportation design-day demand of 1474 MMdth

Questar Gas has long-term contracts with Questar Pipeline for transportation and storage capacity at the Clay Basin storage

facility and three peak-day storage facilities Questar Gas has long-term storage contract with Ryckman Creek Resources

Questar Gas also has transportation contracts to take deliveries at several locations from Kern River Pipeline

Competition Customers and Growth Questar Gas currently does not face direct competition from other distributors of natural

gas for residential and commercial customers in its service territory Natural gas has historically enjoyed favorable price

comparison with other energy sources used by residential and commercial customers with the occasional exception of

electricity from coal-fired power plants Questar Gas provides transportation service to large commercial and industrial

customers who buy gas directly from other suppliers Questar Gas faces the risk that it could lose transportation customers to

competitors who may be able to connect and transport natural gas to large industrial customers Certain large commercial and

industrial customers of Questar Gas have elected to switch from sales service to transportation service

Regulation As public utility Questar Gas is subject to the jurisdiction of the PSCU and PSCW Natural
gas

sales and

transportation services are provided under rate schedules approved by the two regulatory commissions Questar Gas is

authorized to earn return on equity of 10.35% in Utah and 9.16% in Wyoming Questar Gas is required to file general rate

case in Utah by mid-2013 Questar Gas filed general rate case in Wyoming in December 2011 and received an order in 2012

which increased rates by $0.6 million per year Both the PSCU and PSCW permit Questar Gas to recover gas
costs through

balancing-account procedure and to reflect natural gas-price changes on periodic basis typically twice year
in the spring
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and the fall Questar Gas has also received permission from the PSCU and PCSW to recover as part of its
gas costs the specific

costs associated with hedging activities

Questar Gass significant relationships with affiliates have allowed it to lower its costs and improve efficiency These

relationships are subject to scrutiny by regulators

Questar Gas is subject to the requirements of the Pipeline Safety Regulatory Certainty and Jobs Creation Act of 2011 and the

Pipeline Safety Improvement Act of 2002 The PSCU has allowed Questar Gas to recover the costs of complying with these

Acts

GAS AND OIL DEVELOPMENT AND PRODUCTION Wexpro
General Wexpro develops produces and delivers cost-of-service reserves for gas utility affiliate Questar Gas under the terms

of the Wexpro Agreement long-standing comprehensive agreement with the states of Utah and Wyoming In 2012 88% of

Wexpros revenues were from its affiliate Questar Gas Wexpro generated 42% of the Companys operating income during the

year ended December 31 2012 Pursuant to the Wexpro Agreement Wexpro recovers its costs and receives an unlevered after-

tax return of approximately 20% on its investment base Wexpros investment base is its investment in commercial wells and

related facilities adjusted for working capital and reduced for deferred income taxes and accumulated depreciation depletion

and amortization The term of the Wexpro Agreement coincides with the productive life of the
gas

and oil properties covered

therein Wexpros investment base totaled $531.1 million at December 31 2012 See Note to the financial statements included

in Item of Part II of this Annual Report for more information on the Wexpro Agreement

Wexpro delivers natural gas production to Questar Gas at cost-of-service Cost-of-service gas satisfied approximately 68% of

Questar Gas supply requirements during 2012 This percentage was higher in 2012 than previous years due to increased

production and lower Questar Gas sales volumes driven by significantly warmer than normal weather Wexpro sells crude oil

production from certain oil-producing properties at market prices with the revenues used to recover operating expenses and to

provide Wexpro return on its investment Any operating income remaining after
recovery

of
expenses and Wexpros return on

investment is divided between Wexpro and Questar Gas customers with Wexpro retaining 46%

Wexpros properties are located in the Rocky Mountain region primarily in the Vermillion Pinedale Moxa Arch and Uinta

producing fields In 2012 the Company drilled 45 wells in the Vermillion Basin and will suspend its Vermillion drilling

program in the first quarter of 2013 The Company also participated in 19 non-operated wells drilled in Pinedale during 2012

and will continue to participate in wells drilled in the area during 2013 Advances in technology including increased density

drilling and multi-stage hydraulic fracture stimulation have identified additional unexploited development potential on many
properties

Competition and Customers Wexpro faces competition in its business including the marketing of oil and NGL and obtaining

goods services and labor Its growth strategy depends in part on its ability to develop reserves in low-cost and efficient

manner

Regulation Wexpro operations are subject to various government controls and regulation at the federal state and local levels

Wexpro must obtain permits to drill and produce maintain bonding requirements to drill and operate wells submit and

implement spill-prevention plans and file notices relating to the presence use and release of specified contaminants incidental

to gas and oil production Wexpro is also subject to various conservation matters including the regulation of the size of drilling

and spacing units the number of wells that may be drilled in unit and the unitization or pooling of
gas

and oil properties In

addition the Utah Division of Public Utilities and the staff of the PSCW are entitled to monitor the performance of the

Company and Wexpro under the Wexpro Agreement and have retained two monitors an independent certified public

accountant and an independent petroleum engineer to review the performance of the agreement

Most Wexpro leasehold acreage in the Rocky Mountain area is held under leases granted by the federal government and

administered by federal agencies principally the Bureau of Land Management BLM Current federal regulations restrict

activities during certain times of the year on portions of Wexpro leaseholds due to wildlife activity and/or habitat Wexpro as

the operator in the Vermillion area and its third-party operator for the Pinedale area have worked with federal and state officials

to obtain authorization for winter-drilling activities and have developed measures such as drilling multiple wells from single

pad location to minimize the impact of its activities on wildlife and wildlife habitat Various wildlife species inhabit Wexpro

leaseholds The presence of wildlife including species that are protected under the federal Endangered Species Act could limit

access to leases held by Wexpro on public lands
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In September 2008 the BLM issued Record of Decision ROD on the Final Supplemental Environmental Impact Statement

FSEIS for long-term development of natural gas resources in the Pinedale Anticline Project Area PAPA Under the ROD

Wexpro through its third-party operator
is allowed to drill and complete wells year-round in one of five concentrated

development areas defined in the PAPA The ROD contains additional requirements and restrictions on development in the

PAPA

Wexpro II In September 2012 Questar Gas filed for Commission approval in Utah and Wyoming of an agreement to

potentially expand the properties under the cost-of-service pricing methodology for the benefit of Questar Gas customers This

agreement referred to as Wexpro II is modeled after the terms of the original Wexpro Agreement If Wexpro II is approved by

the PSCU and the PSCW the Commissions Wexpro may acquire gas development properties and Questar Gas may submit an

application to the Commissions to treat these properties similar to the original Wexpro properties If the Commissions approve

the applications the gas
will be developed for the benefit of Questar Gas customers Wexpro will be entitled to return on the

acquisition costs based on Questar Gass approved cost of capital Future development costs will earn returns consistent with

the original Wexpro Agreement Decisions from the Commissions are expected in the first half of 2013

Wexpro may acquire gas development properties that are in locations separate from its current operations or are not approved

by the Commissions for inclusion in the Wexpro II arrangement In these cases Wexpro will develop these properties and sell

the production in the market or through contracts with other customers

INTERSTATE GAS TRANSPORTATION Questar Pipeline

General Questar Pipeline provides natural gas-transportation and underground-storage services in Utah Wyoming and

Colorado Questar Pipeline and subsidiaries generated approximately 33% of the Companys operating income in 2012 As

natural gas company under the Natural Gas Act of 1938 Questar Pipeline and certain subsidiary pipeline companies are

regulated by the FERC as to rates and charges for storage and transportation of natural gas in interstate commerce construction

of new facilities extensions or abandonments of service and facilities and accounting and other activities

Questar Pipeline and its subsidiaries own 2638 miles of interstate pipeline with total firm-capacity commitments of 5039

Mdth per day Questar Pipelines core transportation system is strategically located near large reserves of natural gas
in six

major Rocky Mountain producing areas Questar Pipeline transports natural gas
from these producing areas to other major

pipeline systems Questar Gass distribution system and other utility systems In addition to this core system Questar Pipeline

through wholly-owned subsidiaries owns and operates the Overthrust Pipeline in southwestern Wyoming and the eastern

segment of Southern Trails Pipeline 487-mile line that extends from the Blanco hub in the San Juan Basin to just inside the

California state line near the Arizona border An additional 96 miles of Southern Trails Pipeline in California is not in service

Questar Pipeline operates and owns 50% of the White River Hub in western Colorado White River Hub facilities connect with

six interstate-pipeline systems and major processing plant near Meeker Colorado

Questar Pipeline owns and operates the Clay Basin storage facility the largest underground-storage reservoir in the Rocky

Mountain region Through subsidiary Questar Pipeline also owns gathering lines and processing facilities near Price Utah

through which it provides gas-processing services for third parties Questar Pipeline subsidiary also provides wellhead

automation and measurement services for Rockies oil and
gas producers

Customers Growth and Competition Questar Pipelines transportation system is nearly fully subscribed The weighted-

average remaining life of Questar Pipelines firm contracts was 9.6 years as of December 31 2012 All of Questar Pipelines

storage capacity is fully contracted with weighted-average remaining life of 5.9 years as of December 31 2012 Questar

Pipeline faces the risk that it may not be able to recontract firm capacity at current terms when contract terms expire

Questar Gas an affiliated company provides Questar Pipelines largest share of transportation revenues During 2012 Questar

Pipeline transported 107.2 MMdth for Questar Gas compared to 116.9 MMdth in 2011 Questar Gas has reserved firm-

transportation capacity of 916 Mdth per day during the heating season and 841 Mdth per day during off-peak months under

long-term contracts Questar Pipelines primary transportation agreement with Questar Gas will expire on June 30 2017 In

2012 27% of Questar Pipelines revenues were from its affiliate Questar Gas

Questar Pipeline also transported 785.4 MMdth during 2012 up 18% over 2011 for unaffiliated customers to pipelines owned

by Kern River Pipeline Northwest Pipeline Colorado Interstate Gas TransColorado Wyoming Interstate Company Rockies

Express Pipeline Ruby Pipeline and other systems Rocky Mountain producers marketers and end-users seek capacity on

interstate pipelines that move gas to California the Pacific Northwest or Midwestern markets Questar Pipeline provides access

for many producers to these third-party pipelines
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Questar Pipeline competes for market growth with other natural gas-transmission companies in the Rocky Mountain region and

with other companies providing natural gas-storage services In addition Questar Pipeline faces growing competition from

third-party gathering companies that build gathering lines to allow producers to make direct connections to competing pipeline

systems

Regulation Questar Pipelines natural gas-transportation and storage operations are regulated by the FERC under the Natural

Gas Act of 1938 and the Natural Gas Policy Act of 1978 as amended The FERC has authority to set rates for natural
gas

transportation storage and related services set rules governing business relationships between the pipeline subsidiary and its

affiliates approve new pipeline and storage-facility construction and establish policies and procedures for accounting

purchase sale abandonment and other activities FERC policies may adversely affect Questar Pipeline profitability Questar

Pipeline maintains rigorous compliance program to address all areas of FERC compliance including standards of conduct

market manipulation shipper-must-have-title bidding capacity release reporting filings postings and record retention The

Company annually trains Board members executives senior management and functional employees on standards-of-conduct

rules

Questar Pipeline is required to comply with the Pipeline Safety Regulatory Certainty and Jobs Creation Act of 2011 and the

Pipeline Safety Improvement Act of 2002 The 2011 Act is designed to examine and improve the state of pipeline safety

regulations and gives enhanced safety authority to the Pipeline and Hazardous Materials Safety Administration PHMSA and

will improve pipeline transportation by strengthening enforcement capabilities The 2002 Act and the rules issued by the U.S

Department of Transportation require interstate pipelines and local distribution companies to implement 10-year program of

risk analysis pipeline assessment and remedial repair for transportation pipelines located in high-consequence areas such as

densely populated locations

Strategic Evaluation In the fourth quarter of 2012 Questar Pipeline initiated strategic review of Questar Southern Trails

Pipeline assets Southern Trails Pipeline is currently operating in natural
gas

service at loss with reduction in transportation

revenues as an expired contract was recontracted at lower rate in the fourth quarter of 2012 Questar Pipeline and its advisers

have distributed confidential information memorandum to number of interested parties This memorandum outlines the

possible conversion of the Southern Trails Pipeline to oil service that would move crude oil from the San Juan and Permian

basins to refineries in the Los Angeles area This evaluation of Southern Trails Pipeline is considering development of the

project by Questar Pipeline sale to third party joint venture partnership or other alternatives Questar Pipeline is evaluating

number of non-binding proposals from third parties and expects to complete this evaluation by mid-2013

Corporate and Other

Corporate employees provide compliance legal finance tax treasury human resources audit information technology

purchasing warehousing fleet communication and insurance services for Questars subsidiaries

Corporate and Other operations also include Questar Fueling Company Questar Fueling In 2012 Questar formed Questar

Fueling to develop own and operate natural
gas fueling facilities primarily for large trucks While Questar Gas has owned and

operated natural
gas fueling facilities within its regulated service area Questar Fueling is pursuing opportunities outside of this

area Questar Fueling has signed one contract for fueling facility in Texas and is pursuing additional contracts with trucking

companies Questar Fueling will not earn revenues until fueling facilities are completed and in service

Spinoff of QEP
On June 30 2010 Questar distributed all of the shares of common stock of QEP formerly Questar Market Resources held by

Questar to Questar shareholders in tax-free pro rata dividend the Spinoff Each Questar shareholder received one share of

QEP common stock for each share of Questar common stock held including fractional shares at the close of business on the

record date In connection with the Spinoff QEP distributed Wexpro wholly-owned subsidiary of QEP to Questar In

addition Questar contributed $250.0 million of equity to QEP prior to the Spinoff

Employees

At December 31 2012 the Company had 1738 employees including 888 in Questar Gas 143 in Wexpro 340 in Questar

Pipeline and 367 in Corporate
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Executive Officers of the Registrant

Primary Positions Held with the Company
and Affiliates Other Business Experience

Ronald Jibson 59 Chairman President and Chief Executive Officer Questar 2012 to present

Chairman President and Chief Executive Officer Questar Gas 2010 to present

Chairman Questar Pipeline and Wexpro 2010 to present Previous titles with

Questar President and Chief Executive Officer Questar 2010 to 2012 Senior

Vice President Questar 2008 to 2010 President Chief Executive Officer and

Director Questar Gas 2008 to 2010 Executive Vice President Questar Gas 2008

to 2010 Vice President Operations Questar Gas 2004 to 2008

Kevin Hadlock 40 Executive Vice President and Chief Financial Officer Questar 2011 to present

Director Questar Gas Wexpro and Questar Pipeline 2011 to present Prior to

joining Questar Senior Vice President and Chief Financial Officer for Baltimore

Gas and Electric Company subsidiary of the Constellation Energy Group 2008

to 2010 Vice President of Investor Relations and Financial Planning and Analysis

for Constellation Energy Group 2007 to 2008

Thomas Jepperson 58 Executive Vice President General Counsel and Corporate Secretary Questar 2010

to present Previous titles with Questar Vice President and General Counsel

Questar 2005 to 2010

Allan Bradley 61 Executive Vice President Questar 2010 to present President and Chief Executive

Officer Questar Pipeline 2006 to present President Chief Operating Officer and

Director Questar Pipeline 2005 to present Chairman of the White River Hub
LLC Management Committee 2008 to present Previous titles with Questar

Senior Vice President Questar 2005 to 2010

James Livsey 59 Executive Vice President and Chief Operating Officer Wexpro 2012 to present

Executive Vice President Questar 2010 to present Director Wexpro 2010 to

present Previous titles with Questar Executive Vice President and General

Manager Wexpro 2011 to 2012 Executive Vice President Questar and General

Manager Wexpro 2010 to 2011 Vice President and General Manager Wexpro

2003 to 2010

Craig Wagstaff 49 Executive Vice President Questar 2012 to present Executive Vice President and

Chief Operating Officer Questar Gas 2012 to present Director Questar Gas

2010 to present Previous titles with Questar Senior Vice President Questar

2011 to 2012 Senior Vice President and General Manager Questar Gas 2011 to

2012 Vice President and General Manager Questar Gas 2010 to 2011 General

Manager Customer Relations Questar Gas 2006 to 2010

David Curtis 57 Vice President and Corporate Controller 2011 to present Vice President and

Controller Wexpro 2010 to present Vice President and Controller Questar

Pipeline and Questar Gas 2003 to present

Kimberley Heimsath 57 Vice President Environmental Health and Safety 2011 to present Previous titles

with Questar General Manager Environmental Health and Safety 2010 to 2011

Manager Environmental and Safety Services 2008 to 2010 Director

Environmental and Safety Services 2005 to 2008

There is no family relationship between any of the listed officers or between any of them and the Companys directors The

executive officers serve at the pleasure of the Board of Directors There is no arrangement or understanding under which the

officers were selected

ITEM 1A RISK FACTORS

Investors should read carefully the following factors as well as the cautionary statements referred to in Forward-Looking

Statements herein If any of the risks and uncertainties described below or elsewhere in this Annual Report actually occur the

Companys business financial condition or results of operations could be materially adversely affected

Risks Inherent in the Companys Business

Wexpro may not be able to economically find and develop new reserves Wexpros profitability depends on its ability to

develop gas reserves that are economically recoverable Productive natural gas and oil reservoirs are generally
characterized by
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declining production rates that vary depending on reservoir characteristics Because of significant production decline rates in

several of Wexpros producing areas substantial capital expenditures are required to develop gas reserves to replace those

depleted by production

Wexpro rate of development of cost-of-service gas may vary depending upon market conditions Wexpro develops cost-of-

service
gas

and oil in accordance with accepted standards and prudent field-management and engineering practices These

standards and practices are influenced by gas and oil commodity prices and other market conditions Historically natural
gas

and oil prices have been volatile and will likely continue to be volatile The Company cannot predict the future price of natural

gas and oil because the factors that drive prices are beyond its control Natural gas prices have declined significantly in 2011

and 2012 In the short-run purchased gas may be available for Questar Gas customers at lower price than cost-of-service gas
While the Company believes it can continue to develop natural gas properties at competitive long-term cost to the consumer
low natural

gas prices may impact the pace of that development

Wexpro rate of development of cost-of-service gas may be limited by growth in Questar Gass sales volumes The

proportion of Questar Gass gas supply needs met by Wexpro has increased due to successful development of the Vermillion

Basin and continued development of the Pinedale field Wexpros 2012 share of the utilitys gas supply also increased due to

warm weather that significantly reduced overall Questar Gas sales volumes Wexpros gas-development program may be

limited based on the volumes of cost-of-service gas it can supply to Questar Gas for the summer load and Questar Gass ability

to store gas during the summer for peak supply needs Wexpro and Questar Gas are pursuing opportunities to use Wexpro cost-

of-service gas for Questar Gass industrial customers although there is no assurance that this will be successful Certain large

commercial and industrial customers of Questar Gas have elected to switch from sales service to transportation service This

switching may reduce the volumes that Wexpro is able to supply to Questar Gas

Gas and oil reserve estimates are imprecise and subject to revision Wexpros proved natural gas and oil reserve estimates are

prepared annually by its reservoir engineers Gas and oil reserve estimates are subject to numerous uncertainties inherent in

estimating quantities of proved reserves projecting future rates of production and timing of development expenditures The

accuracy of these estimates depends on the quality of available data and on engineering and geological interpretation and

judgment Reserve estimates are imprecise and will change as additional information becomes available Ownership interests in

properties may change due to claims of ownership rights Estimates of economically recoverable reserves prepared by different

engineers or by the same engineers at different times may vary significantly Results of subsequent drilling testing and

production may cause either upward or downward revisions of previous estimates In addition the estimation process also

involves economic assumptions relating to commodity prices production costs severance and other taxes capital expenditures

and remediation costs Changes in field development plans will impact the reporting of reserves because the Company limits

the recording of proved undeveloped reserves to those that are expected to be developed within the next five
years

Actual

results most likely will vary from the estimates Any significant variance from these assumptions could affect the recoverable

quantities of reserves attributable to any particular property and the classifications of reserves

Shortages of oilfield equipment services and qualified personnel could impact results of operations The demand for

qualified and experienced field personnel to drill wells and conduct field operations geologists geophysicists engineers and

other professionals in the oil and
gas industry can fluctuate significantly often in correlation with natural

gas
and oil prices

causing periodic shortages There also have been regional shortages of drilling rigs and other equipment as demand for

specialized rigs and equipment has increased along with the number of wells being drilled These factors also cause increases in

costs for equipment services and personnel These cost increases could restrict the ability to drill wells and conduct operations

especially during periods of lower natural gas and oil prices This may also delay the installation of gathering facilities for new

production

Wexpro may acquire properties not subject to the Wexpro or Wexpro II agreements Wexpro may acquire gas development

properties that are in locations separate from its current operations or are not approved by the Commissions for inclusion in the

Wexpro II arrangement In these cases Wexpro will develop these properties and sell the production in the market or through

contracts with other customers Wexpro would be subject to commodity price risk and marketing risks for these properties

Excess pipeline capacity in the Rocky Mountain area impacts Questar Pipelines revenues In the last few years development

of natural gas reserves in the Rocky Mountain area has slowed due to low natural gas prices and development of reserves in

areas closer to major markets As result export pipeline capacity exceeds current production levels This excess capacity may
impact Questar Pipelines ability to renew contracts at current terms as contracts expire This excess capacity may also limit

growth opportunities to develop new pipelines in the area

Questar Pipelines natural gas liquid revenues are expected to decline Questar Pipeline earns NGL revenues from its

processing plant and pipeline facilities These revenues have declined in the last few
years due to lower prices and the
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development of upstream facilities that extract NGL before the gas is transported on Questar Pipelines system These revenues

are expected to decline further due to shifting of gas contracts that results in the delivery of the gas to upstream facilities

Questar Pipelines investment in Questar Southern Trails Pipeline may be impaired if other options are not successful

Questar Southern Trails Pipeline is currently operating in natural gas service at loss with reduction in transportation

revenues as an expired contract was recontracted at lower rate in the fourth quarter of 2012 In the fourth quarter of 2012

Questar Pipeline began strategic evaluation of its Questar Southern Trails Pipeline assets Questar Pipeline and its advisers

have distributed confidential information memorandum to number of interested parties This memorandum outlines the

possible conversion of the pipeline to oil service that would move crude oil from the San Juan and Permian basins to refineries

in the Los Angeles area This evaluation of Southern Trails Pipeline is considering development of the project by Questar

Pipeline sale to third party joint venture partnership or other alternatives Questar Pipeline is evaluating number of non

binding proposals from third parties and expects to complete this evaluation by mid-2013 Questar Pipeline may need to impair

its investment in Southern Trails if the results of this strategic evaluation or other options for the use of Southern Trails are not

successful

Questar Gas investment in infrastructure replacement will increase customer rates and could impact its competitive

position Questar Gas is investing significant capital to replace aging pipeline infrastructure This significant investment is

expected to continue over number of years Replacement of aging pipeline infrastructure will increase customer safety

however Questar Gass return on this investment and depreciation costs will continue to increase customer rates Over time this

may impact customer decisions on the use of natural gas versus other energy alternatives

The legal dispute over gathering costs between Questar Gas and QEP Field Services may result in costs to shareholders As

disclosed in Note to the financial statements included in Item of Part II Questar Gas and QEP Field Services are involved

in legal dispute over gathering costs These gathering costs have been included in Questar Gass rates as purchased gas costs

The outcome of this dispute and its resulting financial impact on Questar Gas are uncertain at this time

Questar Fueling may be unable to profitably compete in the natural gas fueling market Questar Fueling was created in 2012

to design build and operate natural gas fueling facilities outside Questar Gass market This business is competitive and

Questar Fuelings operations may not be profitable until it establishes itself as credible player in the industry

Operations involve numerous risks that might result in accidents environmental harm and other operating risks and costs

Drilling is high-risk activity Operating risks include fire explosions and blow-outs unexpected drilling conditions such as

abnormally pressured formations abandonment costs pipe cement or casing failures environmental accidents such as oil

spills natural gas leaks ruptures or discharges of toxic gases brine or well fluids including groundwater contamination The

Company could incur substantial losses as result of injury or loss of life pollution or other environmental damage damage to

or destruction of property and equipment regulatory investigation fines or curtailment of operations or legal fees and other

expenses incurred in the prosecution or defense of litigation As working interest owner in wells operated by other companies

the Company may also be exposed to the risks enumerated above that are not within its care custody or control

There are also inherent operating risks and hazards in the Companys gas
and oil production processing transportation and

distribution operations that could cause substantial financial losses In addition these risks could result in loss of human life

significant damage to property environmental pollution impairment of operations and substantial losses Certain Company

pipelines have been in service for number of years As these pipelines age the risk may increase of pipeline leakage or failure

due to corrosion fatigue third-party damage or subsidence due to underground mining The location of pipelines near

populated areas including residential areas commercial business centers and industrial sites could increase the damages

resulting from these risks In spite of the Companys precautions an event could cause considerable harm to people or property

and could have material adverse effect on the financial position and results of operations particularly if the event is not fully

covered by insurance Accidents or other operating risks could further result in loss of service available to the Companys

customers Such circumstances could adversely impact the Companys ability to meet contractual obligations and retain

customers

While the Company works to mitigate the risk of pipeline failures by assessing and replacing sections of more vulnerable

pipelines and by implementing other measures as part of its pipeline integrity program Questar cannot assure that these

measures will be successful in avoiding serious accidents explosions injuries or death

As is customary in the natural gas development and production transportation and distribution industries the Company

maintains insurance against some but not all of these potential risks and losses Questar cannot assure that insurance will be

adequate to cover these losses or liabilities Losses and liabilities arising from uninsured or under-insured events could have

material adverse effect on the Companys financial condition and operations
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Questar is dependent on bank credit arrangements and continued access to capital markets to successfully execute its

operating strategies Questar also relies on access to short-term commercial paper markets The Company is dependent on

these capital sources to provide financing for working capital and certain projects The availability and cost of these credit

sources can vary significantly and these capital sources may not remain available or the Company may not be able to obtain

capital at reasonable cost in the future In lieu of commercial paper issuance the Company at times has utilized credit

facilities with banks to meet short-term funding needs Questar has $500 million revolving credit arrangement with various

banks However banks may be unable or unwilling to extend credit in the future Questars revolving credit arrangement and

commercial-paper program are subject to variable interest rates From time to time the Company may use interest-rate

derivatives to fix the rate on portion of its variable-rate debt downgrade of credit ratings could increase the interest cost of

debt and decrease future availability of capital from banks and other sources While management believes it is important to

maintain investment-grade credit ratings to conduct the Companys businesses the Company may not be able to keep

investment-grade ratings

The economic downturn increases credit risk Questar has credit
exposure

in outstanding accounts receivable from customers

in all segments of its business which could become significant Questar has tightened its credit procedures for example by

requiring deposits or prepayments to help manage this risk Questar aggressively pursues collection of past-due accounts

receivable Questar has also enhanced its review of customer credit risk

Risks Related to Regulation

Questar is subject to complex federal state and local environmental laws and regulations that could adversely affect its cost

of doing business Environmental laws and regulations are complex change frequently and tend to become more restrictive

over time Some of the regulations with which Questar must comply include the National Environmental Policy Act the

Endangered Species Act the Clean Air Act the Clean Water Act and the National Historic Preservation Act as well as similar

state laws

Federal and state agencies frequently impose conditions on the Companys activities These restrictions have become more

stringent over time and can limit or prevent natural gas development and production on Wexpros leaseholds or construction of

new transmission or distribution pipelines and related facilities For example the United States Fish and Wildlife Service may
designate critical habitat areas for certain listed threatened or endangered species critical habitat designation could result in

further material restrictions to federal-land use and private-land use and could delay or prohibit land access or development

The listing of certain species such as the sage grouse as threatened and endangered could have material impact on the

Companys operations in areas where such species are found The Clean Water Act and similar state laws regulate discharges of

storm water wastewater oil and other pollutants to surface water bodies such as lakes rivers wetlands and streams Failure

to obtain permits for such discharges or accidental releases could result in civil and criminal penalties orders to cease such

discharges corrective actions and other costs and damages These laws also require the preparation and implementation of

Spill Prevention Control and Countermeasure Plans in connection with on-site storage of significant quantities of oil

The U.S Environmental Protection Agency EPA has recently enacted air-quality regulations that particularly affect Questar

Pipeline and Wexpro operations These regulations will require the installation of additional pollution controls and extensive

monitoring and reporting The impact of these air quality regulations along with greenhouse gas monitoring and reporting

requirements may result in increased costs for Questar

In addition the Company is subject to federal and state hazard communications and community right-to-know statutes and

regulations such as the Emergency Planning and Community Right-to-Know Act that require certain record-keeping and

reporting of the use and release of hazardous substances

Certain environmental groups oppose drilling on some of Wexpros federal and state leases These groups sometimes sue

federal and state agencies for alleged procedural violations in an attempt to stop limit or delay natural gas and oil development

on public lands

All wells drilled in tight-gas-sand and shale reservoirs require hydraulic-fracture stimulation to achieve economic production

rates and recoverable reserves The majority of Wexpros current and future production and reserve potential is derived from

reservoirs that require hydraulic-fracture stimulation to be commercially viable Currently all well-construction activities

including hydraulic-fracture stimulation are regulated by state agencies that review and
approve

all aspects of gas- and oil-well

design and operation New environmental initiatives proposed federal and state legislation and rule-making pertaining to

hydraulic-fracture stimulation could increase Wexpros costs restrict its access to natural gas reserves and impose additional

permitting and reporting requirements These potential restrictions on the use of hydraulic-fracture stimulation could materially

QUESTAR 2012 FORM 10-K 16



affect the Companys ability to develop gas and oil reserves The Company believes its well design and completion procedures

are adequate to protect the environment Questar supports disclosure of the contents of hydraulic-fracturing fluids and submits

information on the chemicals used in hydraulic-fracture stimulation on Company operated wells through the national disclosure

registry FracFocus fracfocus org

In addition to the costs of compliance substantial costs may be incurred to take corrective actions at both owned and

previously-owned facilities These facilities include previously-owned chemical business manufactured gas plant sites and

transmission and production facilities Accidental spills and leaks requiring cleanup may occur in the ordinary course of

business As standards change the Company may incur significant costs in cases where past operations followed practices that

were considered acceptable at the time but now require remedial work to meet current standards Failure to comply with these

laws and regulations may result in fines significant costs for remedial activities or injunctions

Various federal agencies within the U.S Department of the Interior particularly the Minerals Management Service and the

Bureau of Indian Affairs along with each Native American tribe promulgate and enforce regulations pertaining to gas and oil

operations on Native American tribal lands These regulations address such matters as lease provisions drilling and production

requirements environmental standards and royalty considerations In addition each Native American tribe is sovereign nation

having the right to enforce laws and regulations independent from federal state and local statutes and regulations These tribal

laws and regulations include various taxes fees requirements to employ Native American tribal members and other conditions

that apply to lessees operators and contractors conducting operations on Native American tribal lands Lessees and operators

conducting operations on tribal lands are generally subject to the Native American tribal court system One or more of these

factors may increase the Companys costs of doing business on Native American tribal lands and have an impact on the

viability of its natural gas development production gathering processing and transportation operations on such lands

Regulatory authorities exercise considerable discretion in the timing and scope of permit issuance Requirements imposed by

these authorities may be costly and time consuming and may result in delays in the commencement or continuation of Wexpros

natural gas development and production operations and Questar Pipelines construction projects Further the public may

comment on and otherwise engage in the permitting process including court intervention Accordingly needed permits may not

be issued or if issued may not be issued in timely fashion or may involve requirements that restrict Questars ability to

conduct its operations or to do so profitably

Questar may be exposed to certain regulatory andfinancial risks related to climate change Federal and state courts and

administrative agencies are addressing claims and demands related to climate change under various laws pertaining to the

environment energy use and development and greenhouse-gas emissions The EPA has adopted the Greenhouse Gas Reporting

Rule for the measurement and reporting of greenhouse gases emitted from combustion at large facilities emitting more than

25000 metric tons/year of carbon dioxide equivalent beginning in 2010 Questars first report was filed with the EPA in

September 2011 Reporting under this regulation was expanded to include measurement and reporting of greenhouse-gas

emissions attributed to methane venting and leaking starting in 2011 This regulation requires measurement and monitoring in

the natural
gas producing basins in which Wexpro operates as well as in Questar Pipelines compressor stations storage fields

and processing facilities Questar Gas is responsible for reporting combustion emissions for all of its customers as well as for

measurement and monitoring of gate-station methane emissions This rule has created greenhouse gas inventory which could

be used for regulatory compliance purposes
and to generate emissions fees or other potential charges

EPAs Prevention of Significant Deterioration and Title Greenhouse Gas Tailoring Rule which went into effect January

2011 currently regulates greenhouse gases as Clean Air Act pollutant at large new sources or at existing sources undergoing

major modifications Analysis of near-term capital projects indicates that these permitting regulations will not inhibit

development or expansion of Questar services unless the EPA reduces thresholds in the future

While future climate-change regulation is possible it is too early to predict how potential regulation will affect Questars

business operations or financial results If forthcoming regulations recognize that use of natural gas in high-efficiency

residential commercial transportation industrial and electricity generation applications is essential to lower U.S greenhouse-

gas emissions use of natural gas
in these applications could increase Similarly natural gas will be essential in ensuring

electrical-grid reliability as reliance on intermittent renewable energy increases in the future Use of natural gas as an

alternative transportation fuel continues to grow with Questar actively involved in expanding refueling infrastructure On the

other hand federal regulation of carbon dioxide could increase the price of natural gas restrict access to or the use of natural

gas ancllor reduce natural gas demand Federal state and local governments may pass laws mandating the use of alternative

energy sources such as wind solar and geothermal energy The increased use of alternative energy could reduce the future

demand for natural gas It is uncertain whether Questars operations and properties are exposed to possible physical risks such

as severe weather patterns
due to climate change as result of man-made greenhouse gases
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Questar is subject to changing U.S Department of Transportation Pipeline and Hazardous Materials Saftty Administration

rules and regulations which may increase costs The Company is subject to PHMSA non-compliance risk due to significant

legislative and regulatory developments in response to several major pipeline accidents in recent years The reauthorization of

the Pipeline Safety Act was signed by the President in January 2012 The new law includes significant new provisions on

historical records research and maximum allowed operating pressure validation use of automated or remote controlled valves

on new or replaced lines increased civil penalties and evaluation of expanding integrity management beyond high-consequence

areas PHMSA will be phasing in the new regulations over the next two years PHMSA has already begun implementation of

integrated compliance audits which would require focused effort by Questar Pipeline and Questar Gas to address the audit

requests and potential findings and recommendations Penalties associated with non-compliance could be substantial

FERC regulates the transportation and storage of natural gas and natural gas markets Questar Pipelines natural gas

transportation and storage operations are regulated by the FERC under the Natural Gas Act of 1938 and the Natural Gas Policy

Act of 1978 The FERC has authority to set rates for natural gas transportation storage and related services set rules

governing business relationships between the pipeline subsidiary and its affiliates approve new pipeline and storage-facility

construction and establish policies and procedures for accounting purchase sale abandonment and other activities FERC

policies may adversely affect Questar Pipeline profitability Over the past several years FERC issued number of orders

related to market transparency that extend FERC oversight to many Questar subsidiaries Order No 704 requires all natural
gas

companies to report gas purchases and sales and their relationship to price reporting indexes Order No 712 defines changes in

capacity release and asset management Order No 717 establishes new Standards of Conduct Rules In addition to the orders

FERC released policy statement on compliance in which it states that companies must have rigorous FERC compliance

program that extends to all subsidiaries not just interstate pipelines Since the enactment of the Energy Policy Act of 2005

granting FERC increased penalty authority for non-compliance FERC has targeted various issues in the natural gas industry for

compliance audits and investigations In late 2010 FERC issued revised policy statement on penalty guidelines These

guidelines identify mitigation measures companies can take to minimize or reduce the risk of significant FERC compliance

penalty

State agencies regulate the distribution of natural gas Questar Gass natural gas-distribution business is regulated by the

PSCU and the PSCW These commissions set rates for distribution services and establish policies and procedures for services

accounting purchase sale and other activities PSCU and PSCW policies and decisions may adversely affect Questar Gas

profitability

Questar is subject to health care reform regulations which may increase costs Questar incurs significant costs to provide

health care benefits to employees and some retirees These costs have increased at rate greater than inflation over number of

years
and are expected to continue to increase The full impact of the Patient Protection and Affordable Care Act of 2010 will

not affect the Company until 2014 however the cost of compliance with the provisions of the Act is difficult to measure at this

time

Other Risks

Questar depends upon key operational and technical personneL The successful implementation of the Companys business

strategy depends in part on experienced operational and technical personnel including key geologists engineers and other

professionals Many of these key employees have the opportunity to retire within the next few years In 2012 Questar offered

retirement incentive for those employees eligible for retirement About 100 employees accepted this offer and will retire in

early 2013 The retirement of these employees accelerates the need for succession planning and knowledge transfer to prepare

future management and key employees for critical positions

General economic and other conditions impact Questars results Questars results may be negatively affected by changes in

global economic conditions changes in regulation creditworthiness of counterparties rate of inflation and interest rates

weather and natural disasters changes in customers credit ratings competition from other forms of energy other pipelines and

storage facilities ability to renegotiate contracts which could ultimately result in the impairment of assets effects of

accounting policies issued periodically by accounting standard-setting bodies terrorist attacks or acts of war changes in

business or financial condition changes in credit ratings and availability of financing for Questar Slower economic growth in

markets served by Questar businesses may adversely impact the Companys operating results

Questar faces risks of cyber-security attacks and loss of sensitive customer and employee data Questars operating and

business systems may be vulnerable to an attack by individuals or organizations intending to disrupt business operations or

obtain sensitive customer and employee data In addition this sensitive data may be disseminated through intentional or

unintentional actions by employees agents or vendors The Companys operations and its ability to serve customers may be

significantly impacted if its operating and business systems were unavailable The cost to remedy an unintended dissemination
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of sensitive information may be significant Questar mitigates these risks through defense-in-depth approach that utilizes

information technology security measures including system disaster-recovery procedures intrusion-prevention systems

vulnerability management network segmentation internet scanning anti-virus and maiware scanning system-access

procedures and system-change-control procedures

The underfunded status of the Company defined benefit pension plans increases pension costs and may require large

contributions which may divert funds from other uses As of December 31 2012 the Companys defined benefit pension

plans were $249.5 million underfunded This is due in part to the historically low discount rate used to value plan liabilities

The underfunded status of the pension plans may require large contributions which may divert funds from other uses by the

Company Over time periods of declining interest rates and pension asset values may result in further reduction of the funding

status of the plans and require additional contributions Questar cannot predict whether these factors will require the Company

to make contributions greater than current expectations

Failure of the Companys controls and procedures to detect misstatement offinancial results or fraud could negatively

impact operating results and harm the Companys reputation Questars management including its Chief Executive Officer

and Chief Financial Officer cannot ensure and do not expect that the Companys internal controls over financial reporting

including disclosure controls will work as intended to prevent all possible errors and fraud control system no matter how

well designed and implemented can provide only reasonable assurance that the
purpose

and intent of the control system are

achieved The design and application of control system is based in part on judgments about the likelihood of future events

Over time control may become inadequate because of changes in conditions or the degree of compliance with Company

policies Because of inherent limitations in control system misstatements due to error or fraud may occur without detection

ITEM lB UNRESOLVED STAFF COMMENTS

None

ITEM PROPERTIES

RETAiL GAS DISTRIBUTION Questar Gas

Questar Gas distributes gas to customers along the Wasatch Front the major populated area of Utah the metropolitan Salt Lake

area Provo and Ogden It also serves customers throughout the state including the cities of Price Roosevelt Park City Logan

Vernal Moab Monticello Fillmore Cedar City and St George Questar Gas supplies natural gas to the southwestern Wyoming

communities of Rock Springs Green River Evanston Kemmerer and Diamondville and the southeastern Idaho community of

Preston To supply these communities Questar Gas owns and operates distribution systems and has total of 27612 miles of

street mains service lines and interconnecting pipelines Questar Gas has major operations center in Salt Lake City and has

operations centers field offices and service-center facilities in other parts of its service area

GAS AND OIL DEVELOPMENT AND PRODUCTION Wexpro

Wexpro develops produces and delivers cost-of-service natural gas for Questar Gas under the terms of the Wexpro Agreement

The estimates of proved reserves were made by Wexpros reservoir engineers as of December 31 2012 All reported reserves

are located in the United States Wexpro sells crude oil production from certain oil-producing properties at market prices

Wexpro recovers its cost and return on investment from the proceeds Any residual operating income after recovery
of Wexpro

costs and return is shared 54% Questar Gas 46% Wexpro The following table sets forth estimated natural gas
and oil reserves

December 31 2012

Natural Gas

Natural Gas

Oil and NGL Equivalents

Bcf Mbbl Bcfe

Proved developed reserves 523.9 4967 553.7

Proved undeveloped reserves
173.3 1202 180.5

Total proved reserves
697.2 6169 734.2

Refer to Note 17 of the financial statements included in Item of Part II of this Annual Report for additional information

pertaining to the Companys reserves at the end of each of the last three years

In addition to this filing Wexpro will file reserves estimates as of December 31 2012 with the Energy Information

Administration of the U.S Department of Energy on Form EIA-23 Although Wexpro uses the same technical and economic
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assumptions when it prepares the EIA-23 it is obligated to report reserves for the wells it operates not for all wells in which it

has an interest and to include the reserves attributable to other owners in such wells

Production

The following table sets forth the net production volumes and the production costs per Mcfe for the
years

ended December 31
2012 2011 and 2010

Year Ended December 31

2012 2011 2010

Volumes produced

Natural gas Bcf 57.5 50.5 50.2

Oil and NGL Mbbl 665 467 437

Total production Bcfe 61.5 53.3 52.9

Lifting costs per Mcfe

Lease operating expense $0.44 $0.42 $0.38

Production taxes 0.33 0.48 0.51

Total lifting costs $0.77 $0.90 $0.89

Productive Wells

The following table summarizes the Companys productive wells as of December 31 2012 All wells are located in the United

States

Gas Wells Oil Wells Total

Gross 1561 120 1681

Net 679.6 39.2 718.8

Although many wells produce both gas and oil well is categorized as either gas or an oil well based upon the ratio of gas to

oil produced Each gross well completed in more than one producing zone is counted as single well At the end of 2012 the

Company had 13 gross wells with multiple completions

Leasehold Acres

The following table summarizes developed and undeveloped leasehold acreage in which the Company owns working interest

as of December 31 2012 Excluded from the table is acreage in which the Companys interest is limited to royalty overriding-

royalty and other similar interests All leasehold acres are located in the United States

Developed Acres Undeveloped Acres2 Total Acres

Gross Net Gross Net Gross Net

Wyoming 99918 84621 10824 10824 110742 95445

Colorado 29734 25874 29734 25874

Utah 14013 13773 14013 13773

Other 759 759 759 759

Total 144424 125027 10824 10824 155248 135851

Developed acreage is acreage assigned to productive wells

Undeveloped acreage
is leased acreage on which wells have not been drilled or completed to point that would permit the

production of commercial quantities of natural gas and oil regardless of whether such acreage contains proved reserves

portion of the leases summarized in the preceding table will expire at the end of their respective primary terms unless the

existing leases are renewed or production has been obtained from the
acreage subject to the lease prior to that date Leases held

by production remain in effect until production ceases Leases on all of the undeveloped acreage in the above table expire in

more than five years
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Drilling Activity

The following table summarizes the number of development wells drilled by Wexpro during the years indicated Wexpro did

not drill any exploratory wells

Productive Dry

Year Ended December 31

2012 2011 2010 2012 2011 2010

Net Wells Completed

Development 43.5 43.7 28.9 2.7 1.0 1.0

Gross Wells Completed

Development 74 81 44

INTERSTATE GAS TRANSPORTATION Questar Pipeline

Questar Pipeline has firm-transportation contracts of 5039 Mdth per day These commitments include 1926 Mdth per day for

Questar Pipeline 2012 Mdth per day for Overthrust Pipeline 81 Mdth per day for Southern Trails Pipeline and 1020 Mdth

per day for Questar Pipelines 50% ownership of White River Hub Questar Pipelines transportation system includes 2638

miles of natural gas-transportation pipelines that interconnect with other pipelines Its core system includes two segments

referred to as the northern system and southern system The northern system extends from northwestern Colorado through

southwestern Wyoming into northern Utah while the southern system extends from western Colorado to Goshen Utah

Questar Pipelines natural gas-transportation-pipeline mileage includes pipelines at storage fields and tap lines used to serve

Questar Gas 261 miles of Overthrust Pipeline wholly-owned subsidiary and 487 miles of the Southern Trails Pipeline

wholly-owned subsidiary but does not include 96 miles of Southern Trails Pipeline that is not in service in southern California

Questar Pipelines system ranges in diameter from lines that are less than four inches to 36-inches Questar Pipeline also owns

large-scale compressor stations which boost the
pressure

of natural gas transported on its pipelines for delivery to utility

customers and third-party pipelines

Questar Pipeline also owns the Clay Basin storage facility in northeastern Utah which has certificated capacity of 120.2 Bcf

including 54.0 Bcf of working gas Questar Pipeline also owns three smaller storage aquifers in northeastern Utah and western

Wyoming Through subsidiary Questar Pipeline also owns gathering lines and processing facilities near Price Utah which

provide gas-processing services for third parties

ITEM LEGAL PROCEEDINGS

In addition to the items referenced below the Company is involved in other litigation and regulatory matters arising in the

normal course of business These other matters may include for example negligence claims and tax regulatory or other

governmental audits inspections investigations or other proceedings These matters may involve state and federal taxes safety

compliance with regulations rate base cost of service and purchased-gas cost issues among other things While these normal-

course matters could have material effect on earnings and cash flows in the quarterly and annual period in which they are

resolved they are not expected to change materially the Companys present liquidity position nor are they expected to have

material adverse effect on the financial condition of the Company

Commitments and Contingencies

See Note to the financial statements included in Item of Part II of this Annual Report for information concerning

commitments and contingencies

Regulatory Proceedings

See Note 10 to the financial statements included in Item of Part II of this Annual Report for information concerning various

regulatory proceedings

ITEM MINE SAFETY DISCLOSURES

Not applicable
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PART II

ITEM MARKET FOR REGISTRANTS COMMON EQUITY RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Five-Year Cumulative Total Return to Shareholders

The following table and graph compare the cumulative total return of the Companys common stock with the cumulative total

returns of new and old
peer group of diversified natural gas companies selected by Questar and of the SP 500 stock index

$140

$130

$120

$110

$100

$90

$80

$70

$60

Total Return Performance

127.38

136.95

2012

-- Questar Corporation

New Peer Group

SP 500 Total Return Index

A- Old Peer Group

The chart assumes $100 is invested at the close of trading on December 31 2007 in the Companys common stock new and

old index of peer companies and the SP 500 index It also assumes all dividends are reinvested The Questar common stock

values for periods prior to June 30 2010 have been recast for the spinoff of QEP Resources For 2012 the Company had total

return of 2.87% compared to 1.88% for the old
peer group 0.8% for the new peer group and 16.0% for the SP 500 index For

the five-year period the Company had compound annual total return of 3.33% compared to 6.49% for the old
peer company

4.96% for the new peer group and 1.66% for the SP 500 index The new peer group is comprised of AGL Resources Inc
Atmos Energy Corporation Energen Corporation EQT Corporation MDU Resources Group Inc National Fuel Gas

Company New Jersey Resources Corporation NiSource Inc Northwest Natural Gas Company Piedmont Natural Gas

Company Inc South Jersey Industries Inc Southwest Gas Corporation Vectren Corporation and WGL Holdings Inc

ONEOK Inc was removed from the
peer group

in 2012 as it no longer aligned with the Companys revenue generating

activities New Jersey Resources South Jersey Industries and Vectren Corporation were added to the peer group

2007 2008 2009 2010 2011

Questar 100.00 61.06 78.82 97.07 114.49 117.78

SP 500 100.00 63.01 79.68 91.68 93.62 108.60

New Peer Group 100.00 78.01 97.41 108.69 126.37

Old Peer Group 100.00 73.77 97.72 110.12 134.42

2012

2007 2008 2009 2010 2011

Period Ending
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The foregoing graph shall not be deemed to be filed as part of this Annual Report and does not constitute soliciting material and

should not be deemed filed or incorporated by reference into any other filing of Questar under the Securities Act or the

Exchange Act except to the extent the Company specifically incorporates the graph by reference

Questars common stock is listed on the New York Stock Exchange NYSESTR As of January 31 2013 Questar had 7731

shareholders of record Following is summary of Questars quarterly stock-price and dividend information

2012

First quarter
0.1625

Second quarter
21.47 0.1625

Third quarter
21.31 0.1700

Fourth quarter
21.04 0.1700

0.6650

2011

First quarter
0.1525

Second quarter
0.1525

Third quarter
0.1525

Fourth quarter
0.1625

0.6200

Changes in Securities Use of Proceeds and Issuer Purchases of Equity Securities

Questar had no unregistered sales of equity securities during the fourth quarter of 2012 The following table sets forth the

Companys purchases of common stock registered under Section 12 of the Exchange Act that occurred during the quarter ended

December 31 2012

Approximate Dollar Value

of Shares that May Yet be

2012 Purchased Under the Plan2

Month October

through October 31 28423920

Month November

through November 30 28423920

Month December

through December 31
_______________________

Total
__________________________

The total number of shares purchased includes 116189 in Month 5423 in Month and 55451 shares in Month in

conjunction with tax-payment elections under the Companys Long-term Stock Incentive Plan and rollover shares used in

exercising stock options All other shares were purchased pursuant to the publicly announced program described below

On July 26 2011 the Questar Board of Directors authorized $100 million share repurchase program This program expired

December 31 2012 Share repurchases may be made on the open market or through other transactions Questars management

has sole discretion with respect to determining the timing and amount of these transactions

High price Low price Dividend

20.18

per share

19.07

18.86

19.23

17.20

18.28 16.60

17.96

19.06

20.06

16.59

16.36

16.82

Number of Average Total Number of Shares

Shares Price per
Purchased as Part of

PurchasedW Share Publicly Announced P1an2

116189 20.42

5423 20.07

605451 19.61

727063 19.74

550000

550000
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ITEM SELECTED FINANCIAL DATA

Selected financial data for the five years ending December 31 2012 is provided in the table below Refer to Item and Item

in Part II of this Annual Report for discussion of facts affecting the comparability

2012

Year Ended December 31

2011 2010 2009

in millions except per-share amounts

2008

Results Of Operations

Revenues 1098.9 1194.4 1123.6 1109.9 1201.9

Operating income 375.7 366.9 343.3 328.2 307.3

Income from continuing operations 212.0 207.9 192.3 180.5 172.2

Discontinued operations net of income taxes 146.9 212.8 51 1.6

Net income attributable to Questar 212.0 207.9 339.2 393.3 683.8

Earnings per common share attributable to Questar

Basic from continuing operations 1.20 1.17 1.09 1.03 1.00

Basic from discontinued operations 0.84 1.23 2.96

Basic total 1.20 1.17 1.93 2.26 3.96

Diluted from continuing operations 1.19 1.16 1.08 1.02 0.98

Diluted from discontinued operations 0.83 1.21 2.90

Diluted total 1.19 1.16 1.91 2.23 3.88

Weighted-average common shares outstanding

Used in basic calculation 176.5 177.4 175.4 174.1 172.8

Used in diluted calculation 177.5 178.8 178.0 176.3 176.1

Financial Position

3757.1 3532.8 3373.6 3189.7 3115.7

5828.9 5741.0

3757.1 3532.8 3373.6 9018.6 8856.7

2721.5 2499.3 2337.5 2053.1 2123.2

3408.4 3286.0

2721.5 2499.3 2337.5 5461.5 5409.2

Total assets of continuing operations

Total assets of discontinued operations

Total assets at December 31

Total liabilities of continuing operations

Total liabilities of discontinued operations

Total liabilities at December 31

Capitalization and short-term debt of

continuing operations at December 31

Short-term debt

Current portion of long-term debt

Long-term debt less current portion

Total equity

Book value per common share of continuing

operations at December 31

Cash Flow Of Continuing Operations

Net cash provided by operating activities

Capital expenditures

Net cash used in investing activities

Net cash provided by used in financing activities

Dividends
per

share

219.0 242.0 221.9 271.8

91.5 182.0 42.0

993.0 898.5 831.2 829.8

1033.5 1036.1 1136.6 992.5

5.87 6.51 5.72

263.0

42.0

1098.9

1035.6

5.91

467.7

370.7

365.3

97.2

0.665

5.81

489.0

367.7

370.9

128.3

0.62

350.9

320.3

525.7

185.1

0.54

428.8

299.8

249.8

167.5

0.505

271.5

349.0

357.0

74.0

0.4925
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ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

OPERATIONS

RESULTS OF OPERATIONS

Following are comparisons of income loss from continuing operations by line of business

Year Ended December 31 Change

2012 2011 2010 2012vs.2011 2Ollvs.2010

in millions except per-share amounts

Questar Gas 47.1 46.1 43.9 1.0 2.2

Wexpro 103.9 95.2 88.1 8.7 7.1

Questar Pipeline
64.7 67.9 67.4 3.2 0.5

Corporate and other 3.7 1.3 7.1 2.4 5.8

Income from continuing operations
212.0 207.9 192.3 4.1 15.6

Earnings per share-diluted 1.19 1.16 1.08 0.03 0.08

Average diluted shares 177.5 178.8 178.0 1.3 0.8
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QUESTAR GAS

Questar Gas reported net income of $47.1 million in 2012 compared to $46.1 million in 2011 and $43.9 million in 2010 The

2012 increase was primarily due to increased customers and additional revenues due to investment in feeder line replacements

Following is summary of Questar Gas financial and operating results

2012

Year Ended December 31

2011 2010

in millions

Change

2012 vs.2011 2011 vs 2010

Net Income

REVENUES

Residential and commercial sales 788.4 893.0 833.0 104.6 60.0

Industrial sales 27.4 29.7 26.7 2.3 3.0

Transportation for industrial customers 11.9 11.3 9.7 0.6 1.6

Service 4.5 5.1 4.8 0.6 0.3

Other 30.0 29.7 28.7 0.3 1.0

Total Revenues 862.2 968.8 902.9 106.6 65.9

Cost of natural gas sold

From unaffiliated parties 185.6 318.4 278.5 132.8 39.9

From affiliated companies 347.7 327.3 313.7 20.4 13.6

Total cost of natural gas sold 533.3 645.7 592.2 112.4 53.5

Margin 328.9 323.1 310.7 5.8 12.4

OTHER OPERATING EXPENSES

Operating and maintenance 119.0 118.5 114.4 0.5 4.1

General and administrative 51.2 51.0 49.9 0.2 1.1

Retirement incentive 2.4 2.4

Depreciation and amortization 47.2 44.5 43.7 2.7 0.8

Other taxes 16.2 15.0 14.1 1.2 0.9

Total Other Operating Expenses 236.0 229.0 222.1 7.0 6.9

OPERATiNG INCOME 92.9 94.1 88.6 1.2 5.5

Interest and other income 5.5 5.4 6.7 0.1 1.3

Interest expense 24.1 25.9 26.2 1.8 0.3

Income taxes 27.2 27.5 25.2 0.3 2.3

NET INCOME 47.1 46.1 43.9 1.0 2.2

Operating Statistics

Natural gas volumes MMdth

96.2 113.3 105.8 17.1 7.5

4.7 5.0 4.5 0.3 0.5

62.0 52.5 59.3 9.5 6.8

66.7 57.5 63.8 9.2 6.3

162.9 170.8 169.6 7.9 1.2

Residential and commercial sales

Industrial sales

Transportation for industrial customers

Total industrial

Total deliveries

Natural
gas revenue per dth

Residential and commercial

Industrial sales

Transportation for industrial customers

System natural
gas cost per dth

Colder warmer than normal temperatures

Temperature-adjusted usage per customer dth

Customers at December 31 in thousands

8.19

5.79

0.19

4.77

16%
108.4

931

7.88

6.03

0.21

5.05

7%

111.1

919

7.88

5.89

0.16

5.34

1%

106.9

910

0.31

0.24

0.02

0.28

23%
2.7

12

0.14

0.05

0.29

6%

4.2
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Margin Analysis

Questar Gass margin revenues less
gas costs increased $5.8 million in 2012 compared to 2011 and increased $12.4 million in

2011 compared to 2010 Following is summary of major changes in Questar Gass margin for 2012 compared to 2011 and

2011 compared to 2010

Change

2012 vs.2011 2011 vs 2010

in millions

New customers 3.1 2.7

Change in rates 0.2 1.2

Demand-side-management cost recovery
3.3 0.8

Feeder line tracker 5.9 4.3

Recovery of gas-cost portion of bad-debt costs 0.9 0.3

Other 0.8 3.1

Increase
5.8 12.4

At December 31 2012 Questar Gas served 930760 customers up from 919236 at December 31 2011 and 909570 at

December 31 2010 New-customer growth increased the margin by $3.1 million in 2012 and $2.7 million in 2011

Temperature-adjusted usage per customer decreased 2% in 2012 compared to 2011 and increased 4% in 2011 compared to

2010 The impact on the company margin from changes in
usage per

customer has been mitigated by CET that was approved

by the PSCU beginning 2006 The CET adjustment decreased revenues by $2.9 million in 2012 decreased revenues by $3.6

million in 2011 and increased revenues by $2.9 million in 2010 which offset changes in customer usage

Weather as measured in degree days was 16% warmer than normal in 2012 7% colder than normal in 2011 and 1% colder

than normal in 2010 weather-normalization adjustment on customer bills generally offsets financial impacts of temperature

variations

Questar Gas has an infrastructure cost-tracking mechanism that allows the company to place into rate base and earn on capital

expenditures associated with multi-year high-pressure natural gas
feeder-line replacement program and do it immediately

upon the completion of each project Questar Gas realized an increase in margin of $5.9 million in 2012 and $4.3 million in

2011 under this mechanism

Questar Gas has an allowed return on equity of 10.35% in Utah Questar Gas is required to file general rate case in Utah by

mid-2013 Questar Gas filed general rate case in Wyoming in December 2011 and received an order in 2012 which increased

rates by $0.6 million
per year and authorized return on equity of 9.16%

Expenses

Cost of natural gas
sold decreased 17% in 2012 compared to 2011 and increased 9% in 2011 compared to 2010 The 2012

decrease was due to 15% decrease in volumes sold and 6% decrease in the purchase cost of natural gas The 2011 increase

was due to 7% increase in volumes sold partially offset by 5% decrease in the purchase cost of natural gas Cost of natural

gas from affiliates includes cost-of-service gas supplies from Wexpro and transportation and storage from Questar Pipeline

These costs increased 6% in 2012 and 4% in 2011 due to Wexpros higher investment in gas development properties resulting in

higher volumes of cost-of-service gas Wexpro provided 68% of Questar Gas natural gas supply in 2012 52% in 2011 and 51%

in 2010 Questar Gas accounts for purchased-gas costs in accordance with procedures authorized by the PSCU and the PSCW

Purchased-gas costs that are different from those provided for in present rates are accumulated and recovered or credited

through future rate changes During the second quarter
of 2012 Questar Gas credited customers with $42.9 million of gas costs

previously collected from customers in excess of costs incurred In addition the gas cost portion of rates was reduced by $20.1

million As of December 31 2012 Questar Gas had $15.2 million under-collected balance in the purchased-gas adjustment

account representing costs incurred in excess of costs recovered from customers Refer to Note to the consolidated financial

statements included in Item of Part II of this Annual Report for additional information regarding cost of natural gas sold

Operating and maintenance expenses increased $0.5 million in 2012 compared to 2011 Labor and pension costs increased by

$4.1 million and supplies and services increased by $1.1 million These increases were partially offset by $3.3 million

decrease in DSM costs recovered from customers and $1.3 million decrease in bad-debt costs Operating and maintenance

expenses increased $4.1 million in 2011 compared to 2010 due largely to $0.8 million increase in DSM costs recovered from
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customers and $1.9 million increase in bad-debt costs General and administrative costs increased $0.2 million in 2012

compared to 2011 and increased $1.1 million in 2011 compared to 2010 due to higher compensation employee benefits and

allocated corporate expenses The sum of operating maintenance general and administrative
expenses not including DSM

costs per customer was $143 in 2012 compared to $141 in 2011 and $138 in 2010

Depreciation and amortization expense was 6% higher in 2012 compared to 2011 due to higher depreciation expense from plant

additions Depreciation and amortization expense increased 2% in 2011 compared to 2010 as higher depreciation expense from

plant additions was partially offset by lower depreciation rates authorized in the last rate case

WEXPRO

Wexpro reported net income of$103.9 million in 2012 compared to $95.2 million in 2011 and $88.1 million in 2010 The

growth in net income resulted from increased investment in cost-of-service gas development wells Following is summary of

Wexpro financial and operating results

Year Ended December 31 Change

2012 2011 2010 2012vs.2011 2Ollvs.2010

in millions

Net Income

REVENUES

Operator service fee 273.0 253.5 239.5 19.5 14.0

OilandNGLsales 37.0 31.3 25.1 5.7 6.2

Other 0.2 0.3 0.2 0.1 0.1

Total Revenues 310.2 285.1 264.8 25.1 20.3

OPERATING EXPENSES

Operating and maintenance 26.8 22.3 20.2 4.5 2.1

General and administrative 26.8 24.2 20.5 2.6 3.7

Retirement incentive 0.2 0.2

Production and other taxes 20.8 25.6 26.8 4.8 1.2

Depreciation depletion and amortization 77.4 63.9 62.1 13.5 1.8

Oil income sharing 2.5 3.3 1.1 0.8 2.2

Total Operating Expenses 154.5 139.3 130.7 15.2 8.6

Net gain loss from asset sales 2.4 0.1 0.4 2.5 0.3

OPERATING INCOME 158.1 145.7 133.7 12.4 12.0

Interest and other income 2.8 4.2 3.2 1.4 1.0

Interest expense 0.3 0.3

Income taxes 57.0 54.7 48.5 2.3 6.2

NET INCOME 103.9 95.2 88.1 8.7 7.1

Operating Statistics

Production volumes

Natural gas Bcf 57.5 50.5 50.2 7.0 0.3

Oil and NGL Mbbl 665 467 437 198 30

Oil and NGL average sales price per bbl 80.61 82.11 65.55 1.50 16.56

Investment base at Dec 31 in millions 531.1 474.4 456.6 56.7 17.8
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Revenues

Wexpro earned 19.9% after-tax return on average investment base in 2012 compared to 20.0% in 2011 and 2010 Pursuant to

the Wexpro Agreement Wexpro recovers its costs and receives an after-tax return on its investment base Wexpros investment

base includes its costs of commercial wells and related facilities adjusted for working capital and reduced for deferred income

taxes and accumulated depreciation depletion and amortization Following is summary of changes in the Wexpro investment

base

Year Ended December 31

2012 2011 2010

in millions

Investment base at beginning of year 474.4 456.6 431.9

Successful development wells and related equipment 149.3 118.0 99.9

Depreciation depletion and amortization 73.9 60.2 57.9

Change in deferred taxes 18.7 40.0 17.3

Investment base at end of year 531.1 474.4 456.6

Wexpro produced 57.5 Bcfof cost-of-service natural
gas

for Questar Gas during 2012 compared to 50.5 Bcf in 2011 and 50.2

Bcf in 2010 The higher production levels are due to increased investment in gas-development wells Cost-of-service natural

gas production provided approximately 68% of Questar Gass supply requirements in 2012 compared to 52% in 2011 and 51%

in 2010 The higher percentage in 2012 was due to increased production and lower Questar Gas sales volumes driven by

significantly warmer than normal weather

Revenues from oil and NGL sales increased 18% in 2012 compared to 2011 after increasing 25% in 2011 compared to 2010

Volumes of oil and NGLs increased 42% in 2012 from increased liquid production related to the Vermillion drilling program

The average selling price for oil and NGL decreased 2% in 2012 compared to 2011 and increased 25% in 2011 compared to

2010

Expenses

Operating and maintenance expenses were $0.44 per Mcfe in 2012 $0.42 per
Mcfe in 2011 and $0.38 per Mcfe in 2010 The

increases in 2012 and 2011 were due to increased water disposal costs and higher costs of outside operated properties General

and administrative expenses were $2.6 million higher in 2012 compared to 2011 and $3.7 million higher in 2011 compared to

2010 The 2012 and 2011 increases were due to higher compensation employee benefits and allocated corporate expenses

Production and other taxes were $4.8 million lower in 2012 compared to 2011 and $1.2 million lower in 2011 compared to

2010 These taxes were $0.33 per Mcfe in 2012 $0.48 per Mcfe in 2011 and $0.51 per
Mcfe in 2010 The variability in

production and other taxes is due to changes in the wellhead market value of natural gas oil and NGL production The average

price of natural gas used to calculate production taxes was $2.87 per Mcf in 2012 $4.22 per Mcf in 2011 and $4.48 per Mcf in

2010

Depreciation depletion and amortization expense was $1.49 per Mcfe in 2012 and 2011 and $1.47 per
Mcfe in 2010 The

depreciation depletion and amortization rate in 2011 increased compared to 2010 because of higher development costs and the

depletion of older lower-cost natural gas reserves

Under the terms of the Wexpro Agreement Wexpro shares 54% of its operating income from oil development with Questar Gas

after recovery of expenses and return on Wexpros investment in successful wells Questar Gas received oil-income sharing

amounting to $2.5 million in 2012 $3.3 million in 2011 and $1.1 million in 2010 which was credited to customers
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QUESTAR PIPELINE

Questar Pipeline reported 2012 net income of $64.7 million compared to $67.9 million in 2011 and $67.4 million in 2010 The

$3.2 million or 5% decrease in 2012 was due to lower NGL revenues increased operating costs depreciation and interest

expense This was partially offset by gain on sale of assets and lower property taxes Following is summary of Questar

Pipeline financial and operating results

Year Ended December 31 Change

2012 2011 2010 2012vs.2011 2Ollvs.2010

in millions

Net Income

REVENUES

Transportation

Storage

NGL sales transportation

NGL sales field services

Energy services

Gas processing

Natural gas sold

Other

194.5 195.2 188.7 0.7 6.5

38.3 38.3 37.6 0.7

7.1 8.9 12.3 1.8 3.4

8.4 8.3 11.6 0.1 3.3

15.3 16.2 14.0 0.9 2.2

2.7 2.5 3.3 0.2 0.8

4.4 4.4

6.8 2.4 3.7

277.5 271.8 271.2

4.4

5.7

1.3

0.6Total Revenues

OPERATING EXPENSES

Operating and maintenance 35.2 35.3 41.4 0.1 6.1

General and administrative 50.0 46.5 41.0 3.5 5.5

Retirement incentive 0.9 0.9

Depreciation and amortization 54.3 51.2 47.4 3.1 3.8

Other taxes 9.1 10.1 9.0 1.0 1.1

Cost of sales 6.7 3.1 2.4 3.6 0.7

Total Operating Expenses 156.2 146.2 141.2 10.0 5.0

Net gain from asset sales 2.7 0.3 0.8 2.4 0.5

OPERATING INCOME 124.0 125.9 130.8 1.9 4.9

Interest and other income 0.6 0.9 0.4 0.3 0.5

Income from unconsolidated affiliate 3.7 3.8 3.8 0.1

Interest expense 26.3 24.5 28.8 1.8 4.3

Income taxes 37.3 38.2 38.8 0.9 0.6

NET INCOME 64.7 67.9 67.4 3.2 0.5

Operating Statistics

Natural gas-transportation volumes MMdth

For unaffiliated customers 785.4 665.8 642.4 119.6 23.4

ForQuestarGas 107.2 116.9 112.0 9.7 4.9

Total transportation 892.6 782.7 754.4 109.9 28.3

Transportation revenue per dth 0.22 0.25 0.25 0.03

Net firm-daily transportation demand at

December 31 including White River Hub
of 1020 Mdth in 2012 2011 and 2010 5039 4973 4744 66 229

Natural gas processing

NGL sales Mbbl 253 233 427 20 194

NGL sales price per bbl 61.16 73.77 56.04 12.61 17.73
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Revenues

As of December 31 2012 Questar Pipeline had firm-transportation contracts of 5039 Mdth
per day including 1020 Mdth

per

day from Questar Pipelines 50% ownership of White River Hub compared with 4973 Mdth
per day as of December 31 2011

and 4744 Mdth per day as of December 31 2010 In February 2011 Questar Overthrust Pipeline completed 43-mile 36-inch

diameter pipeline ioop of its system from Rock Springs to its Cabin 31 facility near Blacks Fork Wyoming Questar Pipeline

completed an expansion of its Main Line 104 southern system in November 2011

Questar Pipeline earns its largest transportation revenue from Questar Gas with contracts for 916 Mdth
per day during the

heating season and 841 Mdth per day during off-peak months The majority of Questar Gas transportation contracts extend

through mid-2017 Rockies Express Pipeline has leased capacity on the Questar Overthrust Pipeline for 625 Mdth
per day

through 2027 Wyoming Interstate Company has contracts on Questar Overthrust Pipeline for 532 Mdth per day with

weighted-average remaining life of 8.4 years

Questar Pipeline owns and operates the Clay Basin underground storage complex in eastern Utah This facility is 100%

subscribed under long-term contracts In addition to Clay Basin Questar Pipeline also owns and operates three smaller aquifer

gas storage facilities Questar Gas has contracted for 25% of firm-storage capacity at Clay Basin for terms extending from 2013

to 2019 and 100% of the firm-storage capacity at the aquifer facilities for terms extending to 2018 In 2011 Questar Pipeline

received FERC approval to expand its working capacity in Clay Basin by 2.7 Bcf

Questar Pipeline charges FERC-approved transportation and storage rates that are based on straight-fixed-variable rate design

Under this rate design all fixed costs of providing service including depreciation and return on investment are recovered

through the demand charge About 95% of Questar Pipeline costs are fixed and recovered through these demand charges

Questar Pipelines earnings are driven primarily by demand revenues from firm shippers Since only about 5% of operating

costs are recovered through volumetric charges changes in transportation volumes do not have significant impact on

earnings

Questar Pipeline has three primary sources of NGL revenue These sources include two major regulated processing facilities

and an unregulated subsidiary that provides third-party processing services

Within Questar Pipeline regulated processing facilities at Clay Basin condition the gas to meet pipeline gas-quality

specifications These facilities are part of an agreement that allows Questar Pipeline to recover any shortfall between the NGL

revenues and the cost of service for conditioning the gas Other processing facilities on Questar Pipelines transmission system

are not subject to the Clay Basin gas processing agreement NGL sales for the regulated operations decreased 20% in 2012

compared to 2011 and decreased 28% in 2011 compared to 2010 For 2012 volumes decreased 5% and net revenue per barrel

decreased 17% when compared to 2011 For 2011 46% decrease in volumes was partially offset by 34% increase in net

revenue per barrel compared to 2010

NGL sales for the unregulated subsidiary increased 1% in 2012 compared to 2011 and decreased 28% in 2011 compared to

2010 The 2012 increase was driven by 24% increase in volumes that was mostly offset by an 18% decrease in net revenue

per barrel The 2011 decrease was driven by 45% decrease in volumes that was partially offset by 29% increase in net

revenue per
barrel Upstream processing is expected to adversely impact volumes beginning in 2013 for the unregulated

subsidiary

In 2012 Questar Pipeline sold 1.3 MMdth of natural gas for net gain of $1.3 million Questar Pipeline received this gas to

settle the shortfall between NGL revenue and the cost of service for conditioning gas at Clay Basin

Expenses

Operating and maintenance expenses
totaled $35.2 million in 2012 compared to $35.3 million in 2011 and $41.4 million in

2010 The decrease in 2011 was due to lower maintenance costs General and administrative expenses increased to $50.0

million in 2012 compared to $46.5 million in 2011 and $41.0 million in 2010 The increases in 2012 and 2011 were due to

higher compensation employee benefits and allocated corporate expenses Operating maintenance general and administrative

expenses per dth transported were $0.10 in 2012 and 2011 and $0.11 in 2010 Operating maintenance general and

administrative expenses include processing and storage costs

Depreciation and amortization expense increased 6% in 2012 compared to 2011 and increased 8% in 2011 compared to 2010

due to investment in pipeline expansions
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Other Consolidated Results

Retirement Incentive

In 2012 Questar offered retirement incentive to employees eligible for retirement of six months additional salary

Approximately 100 employees accepted this offer and will retire in early 2013 The $4.9 million incentive cost was recognized

in 2012

Separation Costs

In 2010 Questars share of costs directly related to the SpinoffofQEP was $11.5 million before income taxes or $8.8 million

after income taxes These costs include legal advisory and severance costs The tax impact was reduced by non-deductible

costs

Net Gain fromAsset Sales

In 2012 Questar Pipeline sold real estate for gain of $2.4 million before income taxes Also in 2012 Wexpro sold real estate

for gain of $2.4 million however this gain was credited back to Questar Gas customers through the operator service fee

Interest and Other Income

Interest and other income decreased $3.4 million in 2012 compared to 2011 and decreased $1.3 million in 2011 compared to

2010 The details of interest and other income for the last three years are shown in the table below

Year Ended December 31 Change

2012 2011 2010 2012vs.2011 2Ollvs.2010

in millions

Interest income and other earnings 0.1 1.5 4.5 1.4 3.0

Inventory sales 0.6 0.7 0.7 0.1

Allowance for other funds used during

construction capitalized finance costs 2.3 4.4 2.7 2.1 1.7

Return earned on working-gas inventory and

purchased-gas-adjustment account 4.0 3.8 3.8 0.2

Total 7.0 10.4 11.7 3.4 1.3

Income from unconsolidated affiliate

Income from White River Hub Questars sole unconsolidated affiliate was $3.7 million in 2012 and $3.8 million in 2011 and

2010

Interest expense

Interest expense increased 2% in 2012 compared to 2011 after decreasing 1% in 2011 compared to 2010 The increase in 2012

was due to higher balances of long-term debt The decrease in 2011 was due to the replacement of higher cost long-term debt

with lower rates as long-term debt matured and the use of short-term debt in the period between the retirement of long-term

debt and the issuance of new long-term debt Interest rates on the Companys commercial-paper borrowings in 2012 2011 and

2010 averaged less than 1% per annum Capitalized interest charges on construction projects amounted to $0.2 million in 2012

$0.6 million in 2011 and $1.2 million in 2010

Income taxes

The effective combined federal and state income tax rate was 35.5% in 2012 35.9% in 2011 and 36.3% in 2010 The rate has

declined due to changes in the allocated state income tax factors Due to the effects of bonus depreciation and other significant

book/tax timing differences the Company incurred net operating loss NOL for federal income tax purposes in 2011 The

2011 NOL was $124.8 million The Companys estimated taxable income for 2012 is $69.7 million resulting in an estimated

NOL carryforward of $55.1 million It is anticipated that the Company will be able to utilize the NOL by offsetting it against

future taxable income

As result of the Spinoff of QEP the 2010 federal income tax return filed in September 2011 included the first six months of

20 10s financial results from discontinued operations The inclusion of the discontinued operations and bonus depreciation

claimed in 2010 resulted in federal taxable loss of $27.5 million The Company utilized the 2010 NOL by carrying it back to

previous years that had taxable income
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LIQUIDITY AND CAPITAL RESOURCES

Operating Activities

Following is summary of net cash provided by operating activities of continuing operations for 2012 2011 and 2010

Year Ended December 31 Change

2012 2011 2010 2012vs.2011 2Ollvs.2010

in millions

Income from continuing operations 212.0 207.9 192.3 4.1 15.6

Noncash adjustments to income 313.8 276.2 266.9 37.6 9.3

Changes in operating assets and liabilities 58.1 4.9 108.3 63.0 113.2

Net cash provided by operating activities of

continuing operations 467.7 489.0 350.9 21.3 138.1

Noncash adjustments to income consisted primarily of depreciation depletion and amortization and deferred income taxes

Depreciation depletion and amortization were higher in 2012 compared to 2011 due to investment in plant and equipment

Deferred income taxes were higher in 2012 compared to 2011 due to bonus-tax depreciation Cash sources from operating

assets and liabilities were lower in 2012 compared to 2011 due to customer credits of gas costs previously collected from

customers in excess of costs incurred and higher pension contributions Cash sources from operating assets and liabilities were

higher in 2011 compared to 2010 due to refunds of income taxes and recovery
of regulatory assets

Investing Activities

Capital spending in 2012 amounted to $370.7 million compared to $367.7 million in 2011 The details of capital expenditures

in 2012 and 2011 and forecast for 2013 are shown in the table below

Year Ended December 31

2013

Forecast 2012 2011

in millions

Questar Gas 195 162.1 121.5

Wexpro
140 144.5 136.2

Questar Pipeline
85 60.6 104.5

Corporate and other 30 3.5 5.5

Total capital expenditures
450 370.7 367.7

Questar Gas

During 2012 Questar Gas added 197 miles of main feeder and service lines to provide service to 11524 additional customers

and spent $58.4 million to replace high-pressure feeder lines Questar Gass 2013 capital-spending forecast of about $195

million includes customer additions of approximately 12500 customers distribution-system upgrades and expansions and

high-pressure feeder line replacements of about $55 million

Wexpro

During 2012 Wexpro participated in 98 gross wells 57.9 net resulting in 43.5 net successful gas wells and 2.7 net dry or

abandoned wells The 2012 net drilling-success rate was 94.2% There were 21 gross wells 11.7 net in progress at year-end

Wexpro expects to spend about $140 million in 2013 primarily for developmental gas drilling

Questar Pipeline

Questar Pipeline invested in several transmission system expansion projects and replacement projects in 2012 Questar

Pipelines 2013 capital-spending forecast is about $85 million for transmission-system expansions and pipeline replacements

Additional investment of$l0 million to $15 million will be required in 2013 if decision is made to proceed with the

conversion of Southern Trails Pipeline to an oil pipeline
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Financing Activities

Following is summary of financing activities for 2012 2011 and 2010

Year Ended December 31 Change

2012 2011 2010 2012vs.2011 2Ollvs.2010

in millions

Common stock issues net of repurchases 80.3 2.7 6.8 83.0 4.1

Change in long-term debt and capital lease 56.5 7.1 244.6 63.6 251.7

Change in short-term debt 44.0 23.0 20.1 67.0 43.1

Dividends paid 117.4 110.1 94.8 7.3 15.3

Other 9.2 8.4 9.2 0.8

Net cash provided by used in financing

activities of continuing operations 97.2 128.3 185.1 31.1 313.4

In 2012 Questar repurchased 4.1 million shares of its common stock on the open market for $82.4 million These repurchases

were under $100 million program approved by the Board of Directors to reduce the number of shares outstanding to about

175 million The Board of Directors has authorized additional repurchases of up to million shares per year to maintain

outstanding shares at the current level

Questar Gas repaid $91.5 million of long-term debt that matured in 2012 An additional $40.0 million of maturing long-term

debt was repaid in January 2013 and $2.0 million will be repaid in September 2013 These maturities had weighted-average

interest rate of 6.06% In December 2012 Questar Gas issued $110.0 million of 15-year notes at 3.28% and $40.0 million of

12-year notes at 2.98% in the private placement market to refinance these maturing amounts and for general corporate

purposes

Questar Pipeline entered into forward starting swaps totaling $150.0 million in the second and third quarters of 2011 in

anticipation of issuing $180.0 million of notes in December 2011 Settlement of these swaps required payments of $37.3

million because of declines in interest rates These swaps qualified as cash flow hedges and the settlement payments are being

amortized to interest
expense over the 30-year life of the debt The effective interest rate on the $180.0 million debt after

adjusting the net proceeds for issuance costs and the swap settlements was 6.66%

In December 2010 Questar issued $250.0 million of 2.75% Senior Notes due 2016 In the second quarter of 2011 Questar

executed fixed-to-floating interest rate swap transaction with counterparty and converted $125.0 million of its 2.75% fixed-

rate long-term debt to floating-rate debt Questar settled this hedge transaction in March 2012 for deferred gain of $7.2

million which is being amortized to interest
expense over the remaining debt term

Questars consolidated capital structure consisted of 58% combined short- and long-term debt and 42% common shareholders

equity at December 31 2012 compared to 56% combined short- and long-term debt and 44% common shareholders equity at

December 31 2011 The Company does not expect the ratio of debt in the capital structure to materially change over the next

several years

Questar Gas has $42.0 million of long-term debt maturing in 2013 Questar Gas refinanced this debt in 2012 as described

above The Company believes it will have adequate access to long-term capital based on current credit markets and its

investment-grade credit ratings

Questar issues commercial paper to meet short-term financing requirements Questar has revolving credit arrangement with

various banks to provide back-up credit liquidity support for Questars commercial
paper program Credit commitments under

the revolving credit arrangement totaled $500.0 million at December 31 2012 with no amounts borrowed Questar amended its

revolving credit arrangement on September 2011 by increasing the lender commitments from $350.0 million to $500.0

million and extending the maturity date from July 2013 to August 31 2016 The amendment also replaced the previous debt

covenant ratio of consolidated funded debt to EBITDA with new ratio of consolidated funded debt to capitalization On

October 29 2012 the Company amended its revolving credit arrangement to enable Questar Gas to issue $150.0 million in the

private placement market in December 2012 Under both amendments consolidated funded debt cannot exceed 70% of

consolidated capitalization Questar is in compliance with this covenant
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Commercial paper outstanding amounted to $263.0 million at December 31 2012 compared with $219.0 million year earlier

The Companys short-term financing requirements are seasonal and typically peak at December 31 because of Questar Gass

gas-purchasing requirements The Company believes the credit commitments are adequate for its working capital and short-

term financing requirements during 2013

In June 2010 Questar entered into lease agreement for new headquarters building The lease term is 17 years and

commenced in May 2012 Questar accounts for this lease as capital lease The Companys lease on its former headquarters

building expired in April 2012

The Company increased its annualized dividend per share by 5% from $0.65 in 2011 to $0.68 in 2012 The annualized fourth

quarter dividend payout was 57% of earnings The Company expects to increase dividends over the next several years

somewhat faster than earnings growth to reach dividend payout of about 60%

Contractual Cash Obligations and Other Commitments

In the course of ordinary business activities Questar enters into variety of contractual cash obligations and other

commitments The following table summarizes the significant contractual cash obligations as of December 31 2012

Payments Due by Year

Total 2013 2014 2015 2016 2017

After

2017

in millions

Long-term debt

Questar Gas 426.5 42.0 14.5 370.0

Questar Pipeline 460.1 25.1 435.0

Questar Corporation 250.0 250.0

Total 1136.6 42.0 25.1 250.0 14.5 805.0

Interest on fixed-rate long-term debt

Questar Gas 290.9 19.1 19.9 19.9 19.9 19.6 192.5

Questar Pipeline 335.0 25.3 25.3 25.0 23.7 23.7 212.0

Questar Corporation 24.0 6.9 6.9 6.9 3.3

Total 649.9 51.3 52.1 51.8 46.9 43.3 404.5

Gas-purchase contracts Questar Gas 199.8 29.5 16.0 16.0 16.1 19.3 102.9

Transportation gathering and storage contracts Questar Gas

Withunaffiliatedpipelines 257.6 27.9 27.9 27.9 27.9 27.9 118.1

With Questar Pipeline 348.9 73.0 71.1 71.1 71.1 44.5 18.1

Total 606.5 100.9 99.0 99.0 99.0 72.4 136.2

Capital lease 65.2 2.9 3.3 3.4 3.5 3.6 48.5

Drilling-rig contracts Wexpro 0.7 0.7

Less intercompany commitments 348.9 73.0 71.1 71.1 71.1 44.5 18.1

Total Questar Consolidated 2309.8 154.3 99.3 124.2 344.4 108.6 1479.0

Total Questar Gas 1523.7 191.5 134.9 134.9 135.0 125.8 801.6

Total Questar Pipeline 795.1 25.3 25.3 50.1 23.7 23.7 647.0

The Companys projected funding for its qualified defined benefit pension plan for 2013 which is not reflected in the above

table is $57.7 million For more information regarding Questars pension and other postretirement benefits refer to Note 12 to

the consolidated financial statements included in Item of Part II of this Annual Report
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CRITICAL ACCOUNTING POLICIES ESTIMATES AND ASSUMPTIONS

Questars significant accounting policies are summarized in Note to the consolidated financial statements included in Item

of Part II of this Annual Report The Companys consolidated financial statements are prepared in accordance with U.S

generally accepted accounting principles The preparation of consolidated financial statements requires management to make

assumptions and estimates that affect the reported results of operations and financial position The following accounting

policies may involve higher degree of complexity and judgment on the part of management

Gas and Oil Reserves

Gas and oil reserve estimates require significant judgments in the evaluation of all available geological geophysical

engineering and economic data The data for given field may change substantially over time as result of numerous factors

including but not limited to additional development activity production history and economic assumptions relating to

commodity prices production costs severance and other taxes capital expenditures and remediation costs The subjective

judgments and variances in data for various fields make these estimates less precise than other estimates included in the

financial statement disclosures

Changes in expected performance from the properties and economic data can result in revision to the amount of estimated

reserves held by the Company If reserves are revised upward operating results could be affected due to lower depreciation

depletion and amortization expense per unit of production Likewise if reserves are revised downward operating results could

be affected due to higher depreciation depletion and amortization expense or potential writedown of propertys book value

if an impairment is warranted

Asset Impairments

When triggering event occurs Questar evaluates assets for possible impairment using estimated undiscounted future cash

flows Triggering events may include operating losses or significant changes in contracts revenues and expenses for specific

asset Impairment losses are recorded when the undiscounted future cash flows are less than the current net book value of the

asset The amount of impairment loss recorded is the difference between the fair value of the asset and the current net book

value The fair value is generally estimated using discounted future cash flows Estimates of the undiscounted future cash flows

and fair value of the asset require significant assumptions for many years into the future regarding revenues and expenses for

assets evaluated for impairment Changes in assumptions may make difference in whether or not an asset is impaired and in

the amount of the impairment

Unbilled Revenues

Questar Gas estimates revenues on calendar basis even though bills are sent to customers on cycle basis throughout the

month The company estimates unbilled revenues for the period from the date meters are read to the end of the month using

customer-usage history and weather information Approximately one-half month of revenues is estimated in any period The

gas costs and other variable costs are recorded on the same basis to ensure proper matching of revenues and expenses Questar

Gas has CET Under the CET Questar Gas non-gas revenues are decoupled from the volume of
gas

used by customers The

tariff specifies margin per customer for each month with differences to be deferred and recovered from customers or refunded

to customers through periodic rate adjustments Differences between Questar Gass estimate of unbilled revenues and actual

revenues subsequently billed do not have significant impact on operating results because of the CET

Regulatory Assets and Liabilities

Questar Gas and Questar Pipeline follow accounting standards on regulated operations that require the recording of regulatory

assets and liabilities by companies subject to cost-based regulation Regulatory assets are recorded if it is probable that cost

will be recoverable in the future through regulated rates Regulatory liabilities are recorded if it is probable that future rates will

be reduced for current item The Company makes assumptions about the probability of future rate changes The Companys

regulatory assets and liabilities are supported by orders rulings and practices of the regulatory agencies

Allowance for Bad Debts

Questar Gas records an allowance for bad debts based on its experience with collecting accounts receivable The amount

recorded at the end of each period is the estimated net writeoffs of its outstanding accounts receivable including unbilled

revenues The Company uses writeoff history accounts receivable aging reports and specific evaluation of large customers to

estimate the allowance for bad debts Questar Gas recovers bad debt costs related to the gas-cost portion of rates in its Utah

operations through purchased-gas adjustment to rates
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Employee Pension and Postretirement Benefit Plans

The Company has noncontributory defined benefit pension plan and life insurance plan covering majority of its employees

and postretirement medical plan providing coverage to less than half of its employees The calculation of the Companys

expense and liability associated with its benefit plans requires the use of assumptions that the Company deems to be critical

Changes in these assumptions can result in different expenses
and liabilities and actual experience can differ from these

assumptions

Independent consultants hired by the Company use actuarial models to calculate estimates of pension and postretirement

benefits expense The models use key factors such as mortality estimations liability discount rates long-term rates of return on

investments rates of compensation increases amortized gain or loss from investments and medical-cost trend rates

Management formulates assumptions based on market indicators and advice from consultants The Company believes that the

liability discount rate and the expected long-term rate of return on benefit plan assets are critical assumptions

The assumed liability discount rate reflects the current rate at which the pension benefit obligations could effectively be settled

and considers the rates of return available on portfolio of high-quality fixed-income investments The Company discounted

its future qualified pension liabilities using rates of 4.20% as of December 31 2012 and 4.80% as of December 31 2011

0.25% decrease in the discount rate would increase the Companys 2013 estimated annual qualified pension expense by about

$2.5 million

The expected long-term rate of return on qualified benefit plan assets reflects the average rate of earnings expected on funds

invested or to be invested for purposes of paying pension benefits The Company establishes the expected long-term rate of

return at the beginning of each fiscal year giving consideration to the benefit plans investment mix and historical and forecast

rates of return on these types of securities The expected long-term rate of return determined by the Company was 7.25% as of

January 2013 and January 2012 Benefit plan expense typically increases as the expected long-term rate of return on plan

assets decreases 0.25% decrease in the expected long-term rate of return would cause an approximate $1.3 million increase

in the 2013 qualified pension expense

ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Questar Gass primary market risk
exposures

arise from changes in demand for natural gas and competition from other energy

sources The demand for natural gas
will

vary
based on economic conditions conservation efforts and prices The temperature-

adjusted usage per residential customer has decreased over time due to more energy efficient appliances and homes and

behavior changes in response to changing natural gas prices The economic impact of this decline in usage per customer has

been somewhat offset by the addition of new customers and the CET

Wexpro operations are subject to various government controls and regulation at the federal state and local levels Wexpro must

obtain permits to drill and produce maintain bonding requirements to drill and operate wells submit and implement spill-

prevention plans and file notices relating to the presence use and release of specified contaminants incidental to gas
and oil

production Wexpro is also subject to various conservation matters including the regulation of the size of drilling and spacing

units the number of wells that may be drilled in unit and the unitization or pooling of
gas

and oil properties In addition the

Utah Division of Public Utilities and the staff of the PSCW are entitled to monitor the performance of the Company and

Wexpro under the Wexpro Agreement and have retained two monitors an independent certified public accountant and an

independent petroleum engineer to review the performance of the agreement

Questar Pipelines primary market-risk exposures
arise from changes in demand for transportation and storage services and

competition from other pipelines The demand for transportation and storage services will
vary

based on the markets

expectations about future volumes of natural gas likely to be produced in the basins served by Questar Pipeline and changes in

market demand for natural gas On some portions of its pipeline system the Company faces the risk that it will not be successful

in recontracting capacity under current terms once existing contracts expire Revenue may be reduced if NGL market prices or

volumes decline

Credit Risk

Questar Gas requires deposits from customers that pose unfavorable credit risks No single customer accounted for significant

portion of revenue in 2012

Questar Pipeline requests credit support such as letters of credit and cash deposits from companies that pose
unfavorable

credit risks All companies posing such concerns were current on their accounts at December 31 2012 Questar Pipelines

largest customers include Questar Gas Rockies Express Pipeline Wyoming Interstate Pipeline EOG Resources EnCana

Marketing PacifiCorp Anadarko Energy Services and Shell Energy North America
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Interest-Rate Risk

The fair value of fixed-rate debt is subject to change as interest rates fluctuate The Companys ability to borrow and the rates

quoted by lenders can be adversely affected by illiquid credit markets The Company had $1140.9 million of fixed-rate long-

term debt with fair value of $1303.1 million and weighted-average life to maturity of 11.2 years at December 31 2012

This compared to $1084.5 million of fixed-rate long-term debt with fair value of $1223.4 million and weighted-average

life to maturity of 10.8
years at December 31 2011 If interest rates had declined 10% fair value would increase to $1335.8

million in 2012 and $1255.3 million in 2011 The fair value calculations do not represent the cost to retire the debt securities

In December 2010 Questar issued $250.0 million of 2.75% Senior Notes due 2016 In the second quarter of2Oll Questar

executed fixed-to-floating interest rate swap transaction with counterparty and converted $125.0 million of its 2.75% fixed

rate long-term debt to floating-rate debt Questar settled this hedge transaction in March 2012 for deferred gain of $7.2

million which is being amortized to interest expense over the remaining debt term
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of

Questar Corporation

We have audited the accompanying consolidated balance sheets of Questar Corporation as of December 31 2012 and 2011 and

the related consolidated statements of income and comprehensive income equity and cash flows for each of the three years in

the period ended December 31 2012 Our audits also included the financial statement schedule listed in the Index at Item

These financial statements and schedule are the responsibility of the Companys management Our responsibility is to express

an opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement An audit includes examining on test basis evidence supporting the amounts and

disclosures in the financial statements An audit also includes assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall financial statement presentation We believe that our audits provide

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the consolidated financial

position of Questar Corporation at December 31 2012 and 2011 and the consolidated results of its operations and its cash

flows for each of the three years in the period ended December 31 2012 in conformity with U.S generally accepted

accounting principles Also in our opinion the related financial statement schedule when considered in relation to the basic

financial statements taken as whole presents fairly in all material respects the information set forth therein

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States

Questar Corporations internal control over financial reporting as of December 31 2012 based on criteria established in

Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission

and our report dated February 21 2013 expressed an unqualified opinion thereon

/s/Ernst Young LLP

Salt Lake City Utah

February 21 2013
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QUESTAR CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

Basic total

Diluted from continuing operations

Diluted from discontinued operations

Diluted total

Weighted-average common shares outstanding

Used in basic calculation

Used in diluted calculation

Year Ended December 31

See notes accompanying the financial statements

2012 2011 2010

in millions except per-share amounts

REVENUES

Questar Gas 859.7 965.5 901.8

Wexpro 36.1 31.5 24.6

Questar Pipeline 203.1 197.4 197.2

Total Revenues 1098.9 1194.4 1123.6

OPERATING EXPENSES

Cost of sales excluding operating expenses shown separately 192.3 321.5 280.9

Operating and maintenance 180.8 175.9 175.8

General and administrative 120.8 117.9 108.5

Retirement incentive 4.9

Separation costs 1.5

Production and other taxes 47.9 52.5 50.6

Depreciation depletion and amortization 181.6 159.9 153.4

Total Operating Expenses 728.3 827.7 780.7

Net gain from asset sales 5.1 0.2 0.4

OPERATING INCOME 375.7 366.9 343.3

Interest and other income 7.0 10.4 11.7

Income from unconsolidated affiliate 3.7 3.8 3.8

Interest expense 57.9 56.8 57.1

Income From Continuing Operations Before Income Taxes 328.5 324.3 301.7

Income taxes 116.5 116.4 109.4

INCOME FROM CONTINUING OPERATIONS 212.0 207.9 192.3

Discontinued operations net of income taxes 148.2

Discontinued operations noncontrolling interest 1.3

Total Discontinued Operations Net Of Income Taxes 146.9

NET INCOME ATTRIBUTABLE TO QUESTAR 212.0 207.9 339.2

Earnings Per Common Share Attributable To Questar

Basic from continuing operations 1.20 1.17 1.09

Basic from discontinued operations 0.84

1.20 1.17 1.93

1.19 1.16 1.08

0.83

1.19 1.16 1.91

176.5 177.4 175.4

177.5 178.8 178.0
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QUESTAR CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended December 31

2012 2011 2010

in millions

Net income 212.0 207.9 340.5

Other comprehensive income loss

Change in unrecognized actuarial loss 35.7 162.9 17.7

Change in unrecognized prior-service costs 2.7 3.0 3.8

Interest rate cash flow hedges 0.4 37.2

Change in fair value of long-term investment 0.1 0.1

Discontinued operations

Change in unrealized fair value of derivatives held by QEP 138.7

Income taxes

Net other comprehensive loss

COMPREHENSIVE INCOME

Discontinued operations noncontrolling interest 1.3

COMPREHENSIVE INCOME ATTRIBUTABLE TO QUESTAR 191.8 85.8 265.5

See notes accompanying the financial statements

12.3

20.2

191.8

75.0

122.1

85.8

43.4

73.7

266.8
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QUESTAR CORPORATION

CONSOLIDATED BALANCE SHEETS

December 31

2012

in millions

2011

ASSETS

Current Assets

Cash and cash equivalents

Federal income taxes receivable

Accounts receivable net

Unbilled gas accounts receivable

Inventories at lower of average cost or market

Gas stored underground

Materials and supplies

Current regulatory assets

Prepaid expenses and other

Deferred income taxes current

Total Current Assets

16.8

10.7

103.6

78.3

39.0

24.5

46.7

13.1

13.0

345.7

2040.9

1397.6

1840.1

54.7

5333.3

762.8

617.2

629.3

7.0

2016.3

3317.0

11.6

123.9

75.4

40.3

25.7

31.7

10.7

16.1

335.4

1927.0

1253.6

1790.4

13.1

4984.1

749.6

545.0

586.7

4.4

1885.7

3098.4

Property Plant and Equipment

Distribution property plant and equipment

Cost-of-service gas and oil property plant and equipment successful efforts method

Transportation property plant and equipment

Other property plant and equipment

Total property plant and equipment

Distribution accumulated depreciation and amortization

Cost-of-service gas and oil accumulated depreciation depletion and amortization

Transportation accumulated depreciation and amortization

Other accumulated depreciation and amortization

Total accumulated depreciation depletion and amortization

Total Property Plant and Equipment net

Investment in unconsolidated affiliate 26.5 27.3

Other Assets

Goodwill 9.8 9.8

Noncurrent regulatory assets
21.6 21.0

Other noncurrent assets
36.5 40.9

Total Other Assets
67.9 71.7

TOTAL ASSETS 3757.1 3532.8
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QUESTAR CORPORATION

CONSOLIDATED BALANCE SHEETS

December 31

2012 2011

in millions

LIABILITIES AND COMMON SHAREHOLDERS EQUITY

Current Liabilities

Short-term debt 263.0 219.0

Accounts payable and accrued expenses 167.5 175.7

Production and other taxes 28.0 31.5

Customer advances 30.2 25.0

Interest payable 9.5 10.7

Current regulatory liabilities 5.8 15.4

Current portion of long-term debt 42.0 91.5

Current portion of capital lease obligation 0.7

Total Current Liabilities 546.7 568.8

Long-term debt less current portion 1098.9 993.0

Capital lease obligation 39.3

Deferred income taxes 603.4 500.2

Asset retirement obligations 67.2 63.8

Defined benefit pension plan 246.9 255.0

Other postretirement benefits 56.8 54.7

Customer contributions in aid of construction 22.9 26.6

Regulatory and other noncurrent liabilities 39.4 37.2

Commitments and contingencies Note

COMMON SHAREHOLDERS EQUITY

Common stock without par value 500.0 million shares authorized 175.0 million

outstanding at Dec 31 2012 and 177.9 million outstanding at Dec 31 2011 442.4 514.7

Retained earnings 839.5 744.9

Accumulated other comprehensive loss 246.3 226.1

Total Common Shareholders Equity 1035.6 1033.5

TOTAL LIABILITIES AND COMMON SHAREHOLDERS EQUITY 3757.1 3532.8

See notes accompanying the financial statements
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QUESTAR CORPORATION

CONSOLIDATED STATEMENTS OF EQUITY

Common Shareholders Equity

Balances at December 31 2009

Common stock issued

Common stock repurchased

Dividends paid $0.54 per share

Share-based compensation

Tax benefits from share-based compensation

Spinoff of QEP

Distribution to noncontrolling interest

2010 net income

Net other comprehensive loss

Balances at December 31 2010

Common stock issued

Common stock repurchased

Dividends paid $0.62 per share

Share-based compensation

Tax benefits from share-based compensation

2011 net income

Common Stock Accum
Other Non-

control Total

Total Interest Equity

94.8 94.8

22.5 22.5

8.4

2675.0 2675.0

339.2

73.7 73.7

See notes accompanying the financial statements

Shares Amount

Retained

Earnings

Comp
Loss

174.6

2.3

0.4

454.8

18.4

11.1

in millions

3077.7 30.3 3502.2

18.4

11.1

8.4

54.9 3557.1

18.4

11.1

94.8

22.5

339.2

53.8

2.4

1.3

8.4

2728.8

2.4

340.5

73.7

176.5 493.0 647.1 104.0 1036.1 1036.1

1.6 7.6 7.6 7.6

0.2 4.9 4.9 4.9

110.1 110.1 110.1

9.8 9.8 9.8

9.2 9.2 9.2

207.9 207.9 207.9

Net other comprehensive loss 122.1 122.1 122.1

Balances at December 31 2011 177.9 514.7 744.9 226.1 1033.5 1033.5

Common stock issued 1.5 7.2 7.2 7.2

Common stock repurchased 4.4 88.5 88.5 88.5

Dividends paid $0665 per share 117.4 117.4 117.4

Share-based compensation 9.0 9.0 9.0

2012 net income 212.0 212.0 212.0

Net other comprehensive loss 20.2 20.2 20.2

Balances at December 31 2012 175.0 442.4 839.5 246.3 1035.6 1035.6
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QUESTAR CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31

2012 2011

in millions

2010

OPERATING ACTIVITIES

Net income 212.0 207.9

Discontinued operations net of income taxes

Adjustments to reconcile net income to net cash provided by operating
activities of continuing operations

Depreciation depletion and amortization 189.2 169.4

Deferred income taxes 118.6 96.2

Share-based compensation 9.9 10.1

Net gain from asset sales 5.1 0.2

Income from unconsolidated affiliate 3.7 3.8
Distributions from unconsolidated affiliate 4.5 4.4

340.5

148.2

161.8

91.4

15.4

0.4

3.8

4.0

1.5Other operating 0.4 0.1

Changes in operating assets and liabilities

Accounts receivable

Inventories

Prepaid expenses

Interest rate hedges current

Accounts payable and accrued expenses

Federal income taxes

Current regulatory assets and liabilities

Other

23.7 7.7 2.9

2.5 3.3 0.1

2.8 2.1

7.6 37.3

5.1 11.7 18.4

10.7 37.1 33.8

24.6 31.2 34.8

48.7 40.1 24.3

350.9Net Cash Provided By Operating Activities Of Continuing Operations 467.7 489.0

INVESTING ACTIVITIES

Property plant and equipment 370.7 367.7 320.3

Equity investment in QEP 250.0
Cash used in disposition of assets 3.0 3.5 2.6
Proceeds from disposition of assets 8.4 0.3 0.6

Change in notes receivable
39.3

Distribution from QEP 7.3

Net Cash Used In Investing Activities Of Continuing Operations 365.3 370.9 525.7

FINANCING ACTIVITIES

Common stock issued 7.2 7.6 17.9

Common stock repurchased 87.5 4.9 11.1

Long-term debt issued net of issuance costs 148.8 174.9 244.6

Long-term debt repaid 91.5 182.0

Capital lease obligation repaid 0.8

Change in short-term debt 44.0 23.0 73.0

Change in notes payable 52.9

Dividends paid 117.4 110.1 94.8

Tax benefits from share-based compensation 9.2 8.4
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Net Cash Provided By Used In Financing Activities Of Continuing

Operations
97.2 128.3 185.1

CASH PROVIDED BY USED IN CONTiNUiNG OPERATIONS 5.2 10.2 10.3

Cash provided by operating activities of discontinued operations
475.5

Cash used in investing activities of discontinued operations
598.6

Cash provided by financing activities of discontinued operations
103.8

Effect of change in cash and cash equivalents of discontinued operations
19.3

Change in cash and cash equivalents
5.2 10.2 10.3

Beginning cash and cash equivalents
11.6 21.8 11.5

Ending cash and cash equivalents
16.8 11.6 21.8

Supplemental Disclosure of Cash Paid Received During the Year for

Interest
58.5 54.2 55.4

Income taxes
9.1 29.2 44.6

Supplemental Disclosure of Noncash Investing and Financing Transaction

During 2012 Questar incurred capital lease obligation of $40.8 million in connection with lease agreement on new

headquarters building

See notes accompanying the financial statements
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholder of

Questar Gas Company

We have audited the accompanying balance sheets of Questar Gas Company as of December 31 2012 and 2011 and the related

statements of income common shareholders equity and cash flows for each of the three years in the period ended December

31 2012 Our audits also included the financial statement schedule listed in the Index at Item These financial statements and

schedule are the responsibility of the Companys management Our responsibility is to express an opinion on these financial

statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement We were not engaged to perform an audit of the Companys internal control over

financial reporting Our audits included consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the
purpose of expressing an opinion on the effectiveness of

the Companys internal control over financial reporting Accordingly we express no such opinion An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position of Questar

Gas Company at December 31 2012 and 2011 and the results of its operations and its cash flows for each of the three years in

the period ended December 31 2012 in conformity with U.S generally accepted accounting principles Also in our opinion
the related financial statement schedule when considered in relation to the basic financial statements taken as whole presents

fairly in all material respects the information set forth therein

Is/Ernst Young LLP

Salt Lake City Utah

February 21 2013
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QUESTAR GAS COMPANY
STATEMENTS OF INCOME

Year Ended December 31

2012 2011 2010

in millions

REVENUES

From unaffihiated customers 859.7 965.5 901.8

From affiliated company
2.5 3.3 1.1

Total Revenues 862.2 968.8 902.9

OPERATING EXPENSES

Cost of natural gas sold

From unaffihiated parties
185.6 318.4 278.5

From affiliated companies
347.7 327.3 313.7

Total cost of natural gas
sold excluding operating expenses

shown separately
533.3 645.7 592.2

Operating and maintenance 119.0 118.5 114.4

General and administrative
51.2 51.0 49.9

Retirement incentive
2.4

Depreciation and amortization
47.2 44.5 43.7

Other taxes
16.2 15.0 14.1

Total Operating Expenses
769.3 874.7 814.3

OPERATING INCOME 92.9 94.1 88.6

Interest and other income 5.5 5.4 6.7

Interest expense
24.1 25.9 26.2

INCOME BEFORE INCOME TAXES 74.3 73.6 69.1

Income taxes 27.2 27.5 25.2

NET INCOME 47.1 46.1 43.9

See notes accompanying the financial statements
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QUESTAR GAS COMPANY
BALANCE SHEETS

December 31

2012 2011

in millions

ASSETS

Current Assets

Cash and cash equivalents 1.4 5.0

Federal income taxes receivable

Accounts receivable net 67.0 76.1

Unbilled gas accounts receivable 78.2 75.2

Accounts receivable from affiliates 31.8 1.8

Inventories at lower of
average cost or market

Gas stored underground 38.3 40.3

Materials and supplies 13.5 12.2

Current regulatory assets 41.0 26.5

Prepaid expenses and other 3.2 3.1

Deferred income taxes current 1.5 5.6

Total Current Assets 275.9 247.3

Property Plant and Equipment

Distribution 1690.5 1583.1

General and other 281.6 284.4

Construction work in progress 68.8 59.5

Total Property Plant and Equipment 2040.9 1927.0

Accumulated depreciation and amortization 762.8 749.6

Total Property Plant and Equipment net 1278.1 1177.4

Other Assets

Noncurrent regulatory assets 16.4 15.1

Goodwill 5.6 5.6

Other noncurrent assets 3.1 2.3

Total Other Assets 25.1 23.0

TOTAL ASSETS 1579.1 1447.7
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QUESTAR GAS COMPANY
BALANCE SHEETS

December 31

2012 2011

in millions

LIABILITIES AND COMMON SHAREHOLDERS EQUITY

Current Liabilities

Notes payable to Questar
166.1 142.7

Accounts payable and accrued expenses
100.5 106.5

Accounts payable to affiliates
50.9 41.9

Customer advances
30.2 25.0

Interest payable
4.5 5.8

Current regulatory liabilities
4.3 14.2

Current portion of long-term debt
42.0 91.5

Total Current Liabilities
398.5 427.6

Long-term debt less current portion
384.5 276.5

Deferred income taxes
301.6 259.8

Customer contributions in aid of construction
22.9 26.6

Regulatory and other noncurrent liabilities
4.0 4.8

Commitments and contingencies Note

COMMON SHAREHOLDERS EQUITY

Common stock par value $2.50 per share authorized 50.0 million

shares 9.2 million issued and outstanding
23.0 23.0

Additional paid-in capital
172.5 171.4

Retained earnings
272.1 258.0

Total Common Shareholders Equity
467.6 452.4

TOTAL LIABILITIES AND COMMON SHAREHOLDERS EQUITY 1579.1 1447.7

See notes accompanying the financial statements
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QUESTAR GAS COMPANY
STATEMENTS OF COMMON SHAREHOLDERS EQUITY

See notes accompanying the financial statements

Common
Stock

Additional

Paid-in

Canital

Retained

Earnings Total

in millions

Balances at December 31 2009 23.0 148.9 227.1 399.0

Dividends paid 28.8 28.8

Share-based compensation 1.4 1.4

2010 net income
43.9 43.9

Balances at December 31 2010 23.0 150.3 242.2 415.5

Equity contribution 20.0 20.0

Dividends paid 30.3 30.3

Share-based compensation 1.1 1.1

2011 netincome
46.1 46.1

Balances at December 31 2011 23.0 171.4 258.0 452.4

Dividends paid 33.0 33.0

Share-based compensation 1.1 1.1

2012 net income 47.1 47.1

BalancesatDecember3l2012 23.0 172.5 272.1 467.6
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QUESTAR GAS COMPANY
STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

Supplemental Disclosure of Cash Paid Received During the Year for

Interest

Income taxes

See notes accompanying the financial statements

Year Ended December 31

in millions

2012 2011 2010

47.1

52.1

45.9

1.2

46.1

49.2

25.2

43.9

48.0

43.6

1.4

Net income

Adjustments to reconcile net income to net cash provided by operating

activities

Depreciation and amortization

Deferred income taxes

Share-based compensation
1.1

Changes in operating assets and liabilities

Accounts receivable 12.7 5.0 4.4

Inventories
0.7 1.3 3.4

Prepaid expenses
0.1 0.2 0.5

Accounts payable and accrued expenses
7.8 1.8 21.6

Federal income taxes 1.5 6.2 8.5

Current regulatory assets and liabilities 24.4 37.6 33.8

Other 6.4 20.2 3.2

NET CASH PROVIDED BY OPERATiNG ACTIVITIES 112.7 146.9 69.3

INVESTiNG ACTIVITIES

Property plant and equipment 162.1 121.5 108.6

Cash used in disposition of assets 2.3 2.2 1.5

Proceeds from disposition of assets 0.4 0.2 0.5

Affiliated-company property plant and equipment transfers 0.1

NET CASH USED IN INVESTING ACTIVITIES 164.0 123.4 109.6

FINANCING ACTIVITIES

Equity contribution
20.0

Long-term debt issued net of issuance costs 148.8

Long-term debt repaid
91.5 2.0

Change in notes payable to Questar
23.4 10.9 66.6

Dividends paid
33.0 30.3 28.8

NET CASH PROVIDED BY USED iN FINANCING ACTIVITIES 47.7 23.2 37.8

Change in cash and cash equivalents 3.6 0.3 2.5

Beginning cash and cash equivalents
5.0 4.7 7.2

Ending cash and cash equivalents
1.4 5.0 4.7

24.7 25.1 25.5

20.4 3.3 9.7
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholder of

Questar Pipeline Company

We have audited the accompanying consolidated balance sheets of Questar Pipeline Company as of December 31 2012 and

2011 and the related consolidated statements of income and comprehensive income common shareholders equity and cash

flows for each of the three years in the period ended December 31 2012 Our audits also included the financial statement

schedule listed in the Index at Item These financial statements and schedule are the responsibility of the Companys
management Our responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement We were not engaged to perform an audit of the Companys internal control over

financial reporting Our audits included consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control over financial reporting Accordingly we express no such opinion An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the consolidated financial

position of Questar Pipeline Company at December 31 2012 and 2011 and the consolidated results of its operations and its

cash flows for each of the three
years

in the period ended December 31 2012 in conformity with U.S generally accepted

accounting principles Also in our opinion the related financial statement schedule when considered in relation to the basic

financial statements taken as whole presents fairly in all material respects the information set forth therein

Is/Ernst Young LLP

Salt Lake City Utah

February 212013
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QUESTAR PIPELINE COMPANY
CONSOLIDATED STATEMENTS OF INCOME

2012 2011 2010

in millions

REVENUES

From unaffihiated customers
203.1 197.4 197.2

From affiliated companies
74.4 74.4 74.0

Total Revenues
277.5 271.8 271.2

OPERATING EXPENSES

Operating and maintenance 35.2 35.3 41.4

General and administrative
50.0 46.5 41.0

Retirement incentive
0.9

Depreciation and amortization
54.3 51.2 47.4

Other taxes
9.1 10.1 9.0

Cost of sales excluding operating expenses shown separately
6.7 3.1 2.4

Total Operating Expenses
156.2 146.2 141.2

Net gain from asset sales
2.7 0.3 0.8

OPERATING INCOME 124.0 125.9 130.8

Interest and other income 0.6 0.9 0.4

Income from unconsolidated affiliate
3.7 3.8 3.8

Interest expense
26.3 24.5 28.8

INCOME BEFORE INCOME TAXES 102.0 106.1 106.2

Income taxes 37.3 38.2 38.8

NET INCOME 64.7 67.9 67.4

See notes accompanying the financial statements

Year Ended December 31
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QUESTAR PIPELINE COMPANY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

2012 2011 2010

in millions

Net income 64.7 67.9 67.4

Other comprehensive income loss

Interest rate cash flow hedges 0.4 37.2

Income taxes 0.2 13.8

Net other comprehensive income loss 0.2 23.4

COMPREHENSIVE INCOME 64.9 44.5 67.4

See notes accompanying the financial statements
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QUESTAR PIPELINE COMPANY
CONSOLIDATED BALANCE SHEETS

December 31

2012 2011

in millions

ASSETS

Current Assets

Cash and cash equivalents
7.1 3.4

Notes receivable from Questar
38.7 8.8

Accounts receivable net
19.1 19.1

Accounts receivable from affiliates 27.5 20.2

Materials and supplies at lower of average cost or market 7.2 7.4

Current regulatory assets
5.7 5.2

Prepaid expenses
and other 7.7 4.4

Deferred income taxes current 1.6 1.8

Total Current Assets
114.6 70.3

Property Plant and Equipment

Transportation
1394.7 1358.5

Storage
288.9 287.8

Processing
25.7 25.4

General and intangible
81.5 65.3

Construction work in progress
49.3 53.4

Total Property Plant and Equipment 1840.1 1790.4

Accumulated depreciation and amortization 629.3 586.7

Total Property Plant and Equipment net 1210.8 1203.7

Investment in unconsolidated affiliate
26.5 27.3

Other Assets

Goodwill 4.2 4.2

Regulatory and other noncurrent assets
9.0 10.1

Total Other Assets 13.2 14.3

TOTAL ASSETS 1365.1 1315.6
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QUESTAR PIPELINE COMPANY
CONSOLIDATED BALANCE SHEETS

December 31

2012 2011

in millions

LIABILITIES AND COMMON SHAREHOLDERS EQUITY

Current Liabilities

Accounts payable and accrued expenses 23.6 29.7

Accounts payable to affiliates 16.9 5.5

Current regulatory liabilities 1.5 1.2

Interest payable 2.1 2.0

Total Current Liabilities 44.1 38.4

Long-term debt 458.9 459.0

Deferred income taxes 242.5 201.4

Regulatory and other noncurrent liabilities 13.8 14.7

Commitments and contingencies Note

COMMON SHAREHOLDERS EQUITY

Common stock par value $1 per share authorized 25.0 million shares

issued and outstanding 6.6 million shares 6.6 6.6

Additional paid-in capital 347.5 345.7

Retained earnings 274.9 273.2

Accumulated other comprehensive loss 23.2 23.4

Total Common Shareholders Equity 605.8 602.1

TOTAL LIABILITIES AND COMMON SHAREHOLDERS EQUITY 1365.1 1315.6

See notes accompanying the financial statements
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See notes accompanying the financial statements

QUESTAR PIPELINE COMPANY
CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS EQUITY

Common
Stock

Additional

Paid-in

Capital

Retained

Earnings

in millions

Accum Other

Comp Loss Total

BalancesatDecember3l2009 6.6 342.7 197.8 547.1

Dividends paid
29.0 29.0

Share-based compensation 1.3 1.3

2010 net income 67.4 67.4

Balances at December 31 2010 6.6 344.0 236.2 586.8

Dividends paid
30.9 30.9

Share-based compensation 1.7 1.7

2011 net income 67.9 67.9

Net other comprehensive loss 23.4 23.4

Balances at December 31 2011 6.6 345.7 273.2 23.4 602.1

Dividends paid 63.0 63.0

Share-based compensation 1.8 1.8

2012 net income 64.7 64.7

Net other comprehensive income 0.2 0.2

Balances at December 31 2012 6.6 347.5 274.9 23.2 605.8
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QUESTAR PIPELINE COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS

Changes in operating assets and liabilities

Accounts receivable

Materials and supplies

Year Ended December 31

56.8

41.1

2.0

2.7

3.7

4.5

0.4

Prepaid expenses 3.3

Accounts payable and accrued expenses

Interest rate hedge current liability

Federal income taxes

Regulatory assets liabilities and other

NET CASH PROVIDED BY OPERATING ACTIVITIES

67.9

53.9

34.5

1.8

0.3

3.8

4.4

0.1

67.4

49.9

17.2

1.3

0.8

3.8

4.0

1.5

Supplemental Disclosure of Cash Paid Received During the Year for

Interest

Income taxes

See notes accompanying the financial statements

2012 2011

in millions

2010

64.7

OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by operating
activities

Depreciation and amortization

Deferred income taxes

Share-based compensation

Net gain from asset sales

Income from unconsolidated affiliate

Distributions from unconsolidated affiliate

Other operating

2.1

0.2

3.4

0.8

0.2

0.8

37.3

1.1

2.0

1.2

0.3

8.5

0.6

0.9 5.0 1.0

153.6 117.1 140.3

INVESTING ACTIVITIES

Property plant and equipment 60.6 104.5 121.0

Cash used in disposition of assets 0.7 1.3 1.1

Proceeds from disposition of assets 4.3 0.1 0.1

Affiliated-company property plant and equipment transfers 0.1

NET CASH USED IN INVESTING ACTIVITIES 57.0 105.8 122.0

FINANCING ACTIVITIES

Long-term debt issued net of issuance costs 176.2

Long-term debt repaid 180.0

Change in notes receivable from Questar 29.9 21.5 12.4

Change in notes payable to Questar 0.2

Dividends paid 63.0 30.9 29.0

NET CASH USED IN FINANCING ACTIVITIES 92.9 13.2 16.8

Change in cash and cash equivalents 3.7 1.9 1.5

Beginning cash and cash equivalents 3.4 5.3 3.8

Ending cash and cash equivalents 7.1 3.4 5.3

25.2

3.8

24.7

2.9

29.0

19.2
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QUESTAR CORPORATION

QUESTAR GAS COMPANY

QUESTAR PIPELINE COMPANY

NOTES ACCOMPANYING THE FINANCIAL STATEMENTS

The notes accompanying the financial statements apply to Questar Corporation Questar Gas Company and Questar Pipeline

Company unless otherwise indicated

Note Summary of Significant Accounting Policies

Nature of Business

Questar Corporation Questar or the Company is Rockies-based integrated natural gas company with three principal

complementary and wholly-owned lines of business

Questar Gas Company Questar Gas provides retail natural gas
distribution in Utah Wyoming and Idaho

Wexpro Company Wexpro develops and produces natural gas from cost-of-service reserves for Questar Gas customers

Questar Pipeline Company Questar Pipeline operates interstate natural gas pipelines and storage facilities in the

western United States and provides other energy services

Questar is headquartered in Salt Lake City Utah Shares of Questar common stock trade on the New York Stock Exchange

NYSE STR

Principles of Consolidation

The consolidated financial statements contain the accounts of Questar and its majority-owned or controlled subsidiaries The

consolidated financial statements were prepared in accordance with U.S generally accepted accounting principles GAAP and

with the instructions for Annual Reports on Form 10-K and SEC Regulations S-X and S-K All significant intercompany

accounts and transactions have been eliminated in consolidation

On June 30 2010 Questar distributed all of the shares of common stock of QEP formerly Questar Market Resources held by

Questar to Questar shareholders in tax-free pro rata dividend the Spinoff Each Questar shareholder received one share of

QEP common stock for each share of Questar common stock held including fractional shares at the close of business on the

record date In connection with the Spinoff QEP distributed Wexpro wholly-owned subsidiary of QEP to Questar In

addition Questar contributed $250.0 million of equity to QEP prior to the Spinoff

The financial information presented in this Annual Report recasts QEPs financial condition and operating results as

discontinued operations for all periods presented through June 30 2010 and reflects Wexpros financial condition and

operating results as separate line of business summary of discontinued operations can be found in Note 15 Questar

incurred $11.5 million of separation costs in 2010 in connection with the Spinoff

Investment in Unconsolidated Affiliate

Questar uses the equity method to account for its investment in an unconsolidated affiliate where it does not have control but

has significant influence The investment in the unconsolidated affiliate on the Companys Consolidated Balance Sheets equals

the Companys proportionate share of equity reported by the unconsolidated affiliate The investment is assessed for possible

impairment when events indicate that the fair value of the investment may be below the Companys carrying value When such

condition is deemed to be other-than-temporary the carrying value of the investment is written down to its fair value and the

amount of the write-down is included in the determination of net income

White River Hub LLC limited liability company and FERC-regulated transporter of natural gas is the sole unconsolidated

affiliate Questar Pipeline owns 50% of White River Hub LLC and is the operator

Use of Estimates

The preparation of financial statements and notes in conformity with GAAP requires that management formulate estimates and

assumptions that affect the reported amounts of assets liabilities revenues and expenses
and the disclosure of contingent assets

and liabilities The Company also incorporates estimates of proved developed gas and oil reserves in the calculation of

depreciation depletion and amortization rates of its gas and oil properties Changes in estimated quantities of the Companys

reserves could impact its reported financial results as well as disclosures regarding the quantities of proved gas and oil reserves

Actual results could differ from these estimates
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Revenue Recognition

Questar Gas

Questar Gas records revenues in the period that gas is delivered including gas delivered to residential and commercial

customers but not billed as of the end of the accounting period Unbilled gas deliveries are estimated for the period from the

date meters are read to the end of the month Approximately one-half month of revenue is estimated in any period Gas costs

and other variable costs are recorded on the same basis to ensure proper matching of revenues and expenses Questar Gass

tariff allows for monthly adjustments to customer bills to approximate the effect of abnormal weather on non-gas revenues The

weather-normalization adjustment significantly reduces the impact of weather on gas-distribution earnings The PSCU and

PSCW approved CET to promote energy conservation Under the CET Questar Gas
non-gas revenues are decoupled from the

volume of gas used by customers The tariff specifies margin per customer for each month with differences to be deferred and

recovered from customers or refunded to customers through periodic rate adjustments Rate adjustments occur every six

months under the CET The adjustments amortize deferred CET amounts over 12-month period These adjustments are

limited to 5% of
non-gas revenues

Questar Gas allows customers the option of paying an estimated fixed monthly bill throughout the
year on budget-billing

program The estimated payments are adjusted to actual
usage annually Amounts collected from customers under this program

in excess of
gas

deliveries are recorded on the Consolidated Balance Sheets as customer advances The budget-billing option

does not impact revenue recognition Questar Gas may collect revenues subject to possible refunds and establish reserves

pending final orders from regulatory agencies

Wexpro

Wexpro recognizes revenues in the period that services are provided or products are delivered Wexpro recovers its costs and

receives an unlevered after-tax return of approximately 20% on its investment base In accordance with the Wexpro

Agreement production from the gas properties operated by Wexpro is delivered to Questar Gas at Wexpros cost of providing

this service including return on Wexpros investment Wexpro sells crude oil production from certain oil-producing properties

at market prices with the revenues used to recover operating expenses and to provide Wexpro return on its investment Any

operating income remaining after recovery of expenses and Wexpros return on investment is divided between Questar Gas and

Wexpro with Wexpro retaining 46% Amounts received by Questar Gas from the sharing of Wexpros oil income are used to

reduce natural gas costs to utility customers

Wexpros investment base consists of its investment in commercial wells and related facilities and is adjusted for working

capital and reduced for deferred income taxes and accumulated depreciation depletion and amortization Revenue associated

with the sale of gas and oil is accounted for using the sales method whereby revenue is recognized as gas and oil is sold to

purchasers Wexpro may collect revenues subject to possible refunds and establish reserves pending final calculation of the

after-tax return on investments which is adjusted annually

Questar Pipeline

Questar Pipeline and subsidiaries recognize revenues in the period that services are provided or products are delivered The

straight-fixed-variable rate design used by Questar Pipeline which allows for recovery of substantially all fixed costs in the

demand or reservation charge reduces the earnings impact of volume changes on gas-transportation and storage operations

Questar Pipeline may collect revenues subject to possible refunds and establish reserves pending final orders from regulatory

agencies

Cost of Sales

Questar Gas obtains the majority of its
gas supply from Wexpros cost-of-service production and pays Wexpro an operator

service fee based on the terms of the Wexpro Agreement Questar Gas also obtains transportation and storage services from

Questar Pipeline These intercompany revenues and expenses are eliminated in the Questar Consolidated Statements of Income

by reducing revenues and cost of sales The underlying costs of Wexpros production and Questar Pipelines transportation and

storage services are disclosed in other categories in the Consolidated Statements of Income including operating and

maintenance expense and depreciation depletion and amortization expense During the second and third quarters of the year

significant portion of the natural gas from Wexpro production is injected into underground storage This gas is withdrawn from

storage as needed during the heating season in the first and fourth quarters The cost of natural gas sold is credited with the

value of natural gas as it is injected into storage and debited as it is withdrawn from storage The reported balance in

consolidated cost of sales may be negative amount during the second and third quarters because of the entries to record

injection of gas into storage and the elimination of intercompany transactions
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The details of Questars consolidated cost of sales are as follows

Year Ended December 31

2012 2011 2010

in millions

Questar Gas

Gas purchases
104.2 221.2 245.4

Operator service fee
274.0 253.4 240.0

Transportation and storage
79.6 78.4 78.1

Gathering
20.5 25.0 23.6

Royalties
32.0 38.9 37.2

Storage injection withdrawal net 1.9 3.0 0.8

Purchased-gas account adjustment
16.1 20.6 36.8

Other
5.0 5.2 5.5

Total Questar Gas cost of natural gas
sold 533.3 645.7 592.2

Elimination of Questar Gas cost of natural gas
sold affiliated parties 347.7 327.3 313.7

Total Questar Gas cost of natural gas sold unaffiliated parties
185.6 318.4 278.5

Questar Pipeline

Total Questar Pipeline cost of sales 6.7 3.1 2.4

Total cost of sales
192.3 321.5 280.9

Regulation

The Company applies the regulatory accounting principles to the rate-regulated businesses Under these principles the

Company records regulatory assets and liabilities that would not be otherwise recorded under GAAP for non-rate regulated

entities Regulatory assets and liabilities record probable future revenues or expenses
associated with certain charges or credits

that will be recovered from or refunded to customers through the rate-making process

Questar Gas accounts for purchased-gas costs in accordance with procedures authorized by the PSCU and the PSCW

Purchased-gas costs that are different from those provided for in present rates are accumulated and recovered or credited

through future rate changes Questar Gas may hedge portion of its natural gas supply to mitigate price fluctuations for gas-

distribution customers The regulatory commissions allow Questar Gas to record periodic mark-to-market adjustments for

commodity-price derivatives in the purchased-gas-adjustment account Questar did not have any commodity-price derivatives

at December 31 2012 or 2011 See Note 10 for description and comparison of regulatory assets and liabilities as of

December 31 2012 and 2011

Wexpro manages and produces cost-of-service reserves for gas utility affiliate Questar Gas under the terms of the Wexpro

Agreement long-standing comprehensive agreement with the states of Utah and Wyoming see Note

Questar Pipeline is regulated by the FERC Questar Gas is regulated by the PSCU and the PSCW The Idaho Public Utilities

Commission has contracted with the PSCU for rate oversight of Questar Gas operations in small area of southeastern Idaho

These regulatory agencies establish rates for the storage transportation and sale of natural gas The regulatory agencies also

regulate among other things the extension and enlargement or abandonment ofjurisdictional natural gas facilities Regulation

is intended to permit the recovery through rates of the cost of service including return on investment

Cash and Cash Equivalents

Cash equivalents consist principally of repurchase agreements with maturities of three months or less In almost all cases the

repurchase agreements are highly liquid investments in overnight securities made through commercial bank accounts that result

in available funds the next business day

Notes Receivable and Notes Payable

Notes receivable and notes payable represent pre-Spinoff interest bearing demand notes with former subsidiaries of Questar
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Property Plant and Equipment

Property plant and equipment balances are stated at historical cost Maintenance and repair costs are expensed as incurred

Cost-of-service gas and oil operations

The successful efforts method of accounting is used for cost-of-service reserves developed and produced by Wexpro for
gas

utility affiliate Questar Gas Cost-of-service reserves are properties for which the operations and return on investment are

subject to the Wexpro Agreement see Note Under the successful efforts method Wexpro capitalizes the costs of acquiring

leaseholds drilling development wells drilling successful exploratory wells and purchasing related support equipment and

facilities Geological and geophysical studies and other exploratory activities are expensed as incurred Costs of production and

general corporate activities are expensed in the period incurred gain or loss is generally recognized on assets as they are

retired from service

Contributions in aid of construction

Customer contributions in aid of construction reduce plant unless the amounts are refundable to customers Contributions for

main-line extensions may be refundable to customers if additional customers connect to the main-line segment within five

years Refundable contributions are recorded as liabilities until refunded or the five-year period expires without additional

customer connections Amounts not refunded reduce plant Capital expenditures in the Consolidated Statements of Cash Flows

are reported net of non-refundable contributions

Depreciation depletion and amortization

Major categories of fixed assets in
gas distribution transportation and storage operations are grouped together and depreciated

using straight-line method Gains and losses on asset disposals are recorded as adjustments in accumulated depreciation The

Company has not capitalized future abandonment costs on majority of its long-lived gas distribution and transportation assets

due to lack of legal obligation to restore the area surrounding abandoned assets In these cases the regulatory agencies have

opted to leave retired facilities in the ground undisturbed rather than excavate and dispose of the assets Depreciation rates for

Questar Gas and Questar Pipeline are established through rate proceedings

Capitalized costs of development wells are depreciated on field-by-field basis using the unit-of-production method and the

estimated proved developed gas and oil reserves Oil and NGL volumes are converted to natural gas equivalents using the ratio

of one barrel of crude oil condensate or NGL to 6000 cubic feet of natural gas The Company capitalizes an estimate of the

fair value of future abandonment costs associated with cost-of-service reserves and depreciates these costs using unit-of-

production method Depreciation depletion and amortization for the remaining gas and oil properties is based upon rates that

will systematically charge the costs of assets against income over the estimated useful lives of those assets using straight-line

method

The following represent average depreciation depletion and amortization rates of the Companys capitalized costs

Year Ended December 31

2012 2011 2010

Questar Gas distribution plant 2.8% 2.8% 2.9%

Cost-of-service gas and oil properties per Mcfe 1.49 1.49 1.47

Questar Pipeline transportation storage and other
energy services 3.4% 3.5% 3.5%

Impairment of Long-Lived Assets

Proved gas and oil properties are evaluated on field-by-field basis for potential impairment Other properties are evaluated on

specific-asset basis or in
groups of similarassets as applicable Impairment is indicated when triggering event occurs and

the sum of the estimated undiscounted future net cash flows of an evaluated asset is less than the assets carrying value

Triggering events could include but are not limited to an impairment of gas and oil reserves caused by mechanical problems

faster-than-expected decline of reserves lease-ownership issues other-than-temporary decline in gas and oil prices and

changes in the utilization of pipeline assets If impairment is indicated fair value is calculated using discounted-cash-flow

approach Cash flow estimates require forecasts and assumptions for many years into the future for variety of factors

including commodity prices and operating costs There were no impairments in 2012 2011 or 2010

Goodwill and Other Intangible Assets

Goodwill represents the excess of the amount paid over the fair value of net assets acquired in business combination and is

not subject to amortization Goodwill and indefinite lived intangible assets are tested for impairment at minimum of once

year or when triggering event occurs The Company evaluates whether it is more likely than not that the carrying value of

reporting unit is greater than its fair value using events and circumstances such as economic conditions industry changes
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financial performance etc Fair value is measured using actively traded market values of other comparable companies in the

same businesses If the fair value of the reporting unit exceeds its carrying value then goodwill is considered not to be impaired

If the carrying value of the business unit is greater than the fair value an impairment of goodwill is recognized equal to the

excess of carrying amount of goodwill over its fair value

Capitalized Interest and Allowance for Funds Used During Construction

The Company capitalizes interest costs when applicable The FERC PSCU and PSCW require the capitalization of funds used

during construction AFUDC for rate-regulated plant and equipment The Wexpro Agreement requires capitalization of

AFUDC on cost-of-service gas and oil development projects Amounts recorded in the Consolidated Statements of Income for

the capitalization of AFUDC and interest costs are disclosed in the table below

Year Ended December 31

2012 2011 2010

in millions

AFUDC recorded as an increase in interest and other income

Wexpro 2.1 3.3 2.4

Questar Pipeline
0.2 1.1 0.3

Total AFUDC 2.3 4.4 2.7

Capitalized interest costs recorded as reduction of interest expense

Questar Gas 0.1 0.1 0.2

Questar Pipeline
0.1 0.5 1.0

Total capitalized interest costs 0.2 0.6 1.2

Derivative Instruments and Hedging Activities

The Company may elect to designate derivative instrument as hedge of exposure to changes in fair value or cash flows

derivative instrument qualifies as hedge if all of the following tests are met

The item to be hedged exposes the Company to market risk

The derivative reduces the risk exposure and is designated as hedge at the inception of the hedging relationship

At the inception of the hedge and throughout the hedge period there is high correlation between changes in the fair

value of the derivative instrument and the fair value of the underlying hedged item

If the hedged exposure is fair value exposure the gain or loss on the derivative instrument is recognized in earnings in the

period of the change together with the offsetting gain or loss from the change in fair value of the hedged item If the hedged

exposure is cash flow exposure the effective portion of the gain or loss on the derivative instrument is reported initially as

component of accumulated other comprehensive income loss AOCI and subsequently reclassified into earnings when the

forecasted transaction affects earnings Any amount excluded from the assessment of hedge effectiveness as well as the

ineffective portion of the gain or loss is reported currently in earnings When derivative instrument is designated as cash

flow hedge of forecasted transaction that becomes probable of not occurring the gain or loss on the derivative is immediately

reclassified into earnings from AOCI See Note for further discussion on derivatives and hedging

Credit Risk

The Rocky Mountain region is the Companys primary market area Exposure to credit risk may be affected by the

concentration of customers in this region due to changes in economic or other conditions Customers include individuals and

numerous commercial and industrial enterprises that may react differently to changing conditions Management believes that its

credit-review procedures loss reserves customer deposits and collection procedures have adequately provided for usual and

customary credit-related losses Loss reserves are periodically reviewed for adequacy and may be established on specific-case

basis

Bad debt expense associated with accounts receivable amounted to $1.2 million in 2012 $2.4 million in 2011 and $0.5 million

in 2010 The 2010 bad-debt expense was reduced by $1.5 million from the settlement of revenue dispute that had been

previously accrued for in the allowance for bad debts The allowance for bad debts was $3.1 million at December 31 2012 and

$3.2 million at December 31 2011 Questar Gass retail-gas operations account for majority of the bad debt expense Questar

Gas estimates bad debt expense as percentage of general-service revenues with periodic adjustments Uncollected accounts

are generally written off six months after gas is delivered and interest is no longer accrued Questar Gas recovers bad debt costs

related to the gas-cost portion of rates in its Utah operations through purchased-gas adjustment to rates
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Asset Retirement Obligations

Questar records an asset retirement obligation ARO when there is legal obligation associated with the retirement of

tangible long-lived asset The Company has not capitalized future abandonment costs on majority of its long-lived

transportation and distribution assets because the Company does not have legal obligation to restore the area surrounding

abandoned assets In these cases the regulatory agencies have opted to leave retired facilities in the ground undisturbed rather

than requiring the Company to excavate and dispose of the assets Cost-of-service AROs apply primarily to abandonment costs

associated with gas and oil wells and certain other properties If recording an ARO is warranted the fair value of retirement

costs is estimated by Company personnel based on abandonment costs of similarproperties available to field operations and

depreciated over the life of the related assets Revisions to estimates result from material changes in the expected timing or

amount of cash flows associated with AROs Income or expense resulting from the settlement of ARO liabilities is included in

net gain loss from asset sales on the Consolidated Statements of Income The ARO liability is adjusted to present value each

period through an accretion calculation using credit-adjusted risk-free interest rate See Note for further discussion on

AROs

Income Taxes

Questar and its subsidiaries file consolidated federal income tax return Questar Gas and Questar Pipeline account for income

tax expense on separate return basis and record tax benefits as they are generated Deferred income taxes are provided for the

temporary differences arising between the book and tax carrying amounts of assets and liabilities These differences create

taxable or tax-deductible amounts for future periods Questar Gas and Questar Pipeline use the deferral method to account for

investment tax credits as required by regulatory commissions The Company records interest earned on income tax refunds in

interest and other income and records penalties and interest charged on tax deficiencies in interest expense

Accounting standards for income taxes specify the accounting for uncertainty in income taxes by prescribing minimum

recognition threshold for tax position to be reflected in the financial statements If recognized the tax benefit is measured as

the largest amount of tax benefit that is more-likely-than-not to be realized upon ultimate settlement Management has

considered the amounts and the probabilities of the outcomes that could be realized upon ultimate settlement and believes that

it is more-likely-than-not that the Companys recorded income tax benefits will be fully realized There were no unrecognized

tax benefits at the beginning or at the end of the years ended December 2012 2011 and 2010 The federal income tax

returns for 2009 2010 and 2011 are under examination by the Internal Revenue Service IRS The 2012 federal income tax

return has not been filed

For tax years beginning in 2012 Questar has been accepted into the IRSs Compliance Assurance Process CAP The CAP

employs real-time resolution to improve federal tax compliance by resolving all or most tax positions prior to filing the related

tax return Successful conclusion of the CAP allows the IRS to achieve an acceptable level of assurance regarding the accuracy

of the Taxpayers filed tax return and to eliminate or substantially reduce the need for traditional examination

Current federal tax statues allow taxpayers deduction of bonus depreciation related to capital expenditures of 100% in 2011

and 50% in 2012 The effects of bonus depreciation and other significant book/tax timing differences resulted in NOL for

federal income tax purposes
in 2011 The 2011 NOL was $124.8 million Questars estimated taxable income for 2012 is $69.7

million resulting in an estimated NOL carryforward to future years of $55.1 million The estimated NOL carryforward will

expire in 2031 It is anticipated that Questar will be able to utilize the NOL by offsetting it against future taxable income See

Note for further discussion on income taxes

Earnings Per Share

Basic earnings per share EPS is computed by dividing net income attributable to Questar by the weighted-average number of

common shares outstanding during the reporting period Diluted EPS includes the potential increase in the number of

outstanding shares that could result from the exercise of in-the-money stock options the vesting of restricted stock units and

the distribution of performance shares that are part of the Companys Long-Term Stock Incentive Plan LTSIP less shares

repurchased under the treasury stock method See Note for further discussion on EPS

Share-Based Compensation

Questar issues stock options restricted shares restricted stock units and performance shares to certain officers employees and

non-employee directors under its LTSIP The Company uses the Black-Scholes-Merton mathematical model in estimating the

fair value of stock options and the Monte Carlo simulation method in estimating the fair value of performance shares for

accounting purposes The granting of restricted shares and restricted stock units results in recognition of compensation cost

measured at the grant-date market price Questar uses an accelerated method in recognizing share-based compensation costs

with graded vesting periods See Note 11 for further discussion on share-based compensation
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Comprehensive Income

Beginning in 2012 the Company and its subsidiaries adopted accounting guidance issued in June 2011 that resulted in the

addition of statements of comprehensive income to the primary financial statements

Comprehensive income attributable to Questar as reported in Questars Consolidated Statements of Comprehensive Income is

the sum of net income as reported in the Questar Consolidated Statements of Income and other comprehensive income loss

OCI as reported in the Questar Consolidated Statements of Equity OCI includes recognition of the under-funded position of

pension and other postretirement benefit plans changes in the fair value of long-term investment interest rate cash flow hedges

and commodity-based derivative instruments and income taxes These transactions are not the culmination of the earnings

process but result from periodically adjusting historical balances to fair value Income or loss is recognized when the pension or

other postretirement benefit costs are accrued when the long-term investment is sold or otherwise realized as the Company

records interest expense for hedged interest payments and when gas oil or NGL underlying the derivative instrument is sold

The components of consolidated AOCI net of income taxes as reported in Questars Consolidated Balance Sheets are shown

below

December 31

2012 2011

in millions

Pension liability 203.5 182.7

Postretirement benefits liability 19.7 20.1

Interest rate cash flow hedges 23.2 23.4

Long-term investment 0.1 0.1

Accumulated other comprehensive loss 246.3 226.1

Income taxes allocated to each component of Questars consolidated OCI are shown in the table below Expenses are in

parentheses

Year Ended December 31

2012 2011 2010

in millions

Change in unrecognized actuarial loss 13.6 62.3 6.8

Change in unrecognized prior-service costs 1.0 1.1 1.4

Interest rate cash flow hedges 0.2 13.8

Change in fair value of long-term investment 0.1

Discontinued operations change in unrealized fair value of derivatives 51.6

Income taxes 12.3 75.0 43.4

Comprehensive income as reported in Questar Pipelines Consolidated Statements of Comprehensive Income is the sum of net

income as reported in the Questar Pipeline Consolidated Statements of Income and OCI as reported in the Questar Pipeline

Consolidated Statements of Common Shareholders Equity OCI includes interest rate cash flow hedges and income taxes

These transactions are not the culmination of the earnings process but result from periodically adjusting historical balances to

fair value Income or loss is recognized as the company records interest expense
for hedged interest payments The component

of consolidated AOCI net of income taxes as reported in Questar Pipelines Consolidated Balance Sheets is shown below

December 31

2012 2011

in millions

Interest rate cash flow hedges 23.2 23.4

Accumulated other comprehensive loss 23.2 23.4
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reconciliation of the Companys beginning and ending after-tax AOCI balances related to interest rate cash flow hedging

activities see Note is shown below All cash flow hedging activity is attributable to Questar Pipeline

Year Ended December 31

2012 2011

in millions

Accumulated other comprehensive loss at beginning of year 23.4

Net change associated with current period hedging transactions 23.5

Net amount reclassified into earnings 0.2 0.1

Accumulated other comprehensive loss at end of year 23.2 23.4

Business Segments

Line of business information is presented according to senior managements basis for evaluating performance considering

differences in the nature of products services and regulation among other factors Certain intersegment sales include

intercompany profit

Recent Accounting Developments

In February 2013 the Financial Accounting Standards Board FASB issued Accounting Standards Update ASU 2013-02

Comprehensive Income Topic 220 Reporting ofAmounts Reclass/Ied Out ofAccumulated Other Comprehensive Income to

enhance disclosure of the effects of reclassifications out of AOCI on income statement line items The amendments in this ASU

are effective for interim and annual periods beginning after December 15 2012 and are applied prospectively Because the

guidance contained in this ASU only affects disclosure the Company does not expect adoption will have an impact on the

Companys financial position results of operations or cash flows

Reclassifications

Certain reclassifications were made to prior-year financial statements and notes to conform to the 2012 presentation

All dollar amounts in this Aimual Report on Form 10-K are in millions except per-share information and where otherwise

noted

Note Earnings Per Share

Earnings Per Share

Basic EPS is computed by dividing net income attributable to Questar by the weighted-average number of common shares

outstanding during the reporting period which include vested restricted stock units Diluted EPS includes the potential increase

in the number of outstanding shares that could result from the exercise of in-the-money stock options the vesting of restricted

stock units and the distribution of performance shares that are part of the Companys LTSIP less shares repurchased under the

treasury stock method Restricted shares are participating securities for the computation of basic earnings per share Unvested

restricted stock units are not participating securities because their dividend equivalents are forfeitable under certain

circumstances The application of the two-class method had an insignificant impact on the calculation of both basic and diluted

EPS reconciliation of the components of basic and diluted shares used in the EPS calculation follows

Year Ended December 31

2012 2011 2010

in millions

Weighted-average basic common shares outstanding 176.5 177.4 175.4

Potential number of shares issuable under the Companys LTSIP 1.0 1.4 2.6

Weighted-average diluted common shares outstanding 177.5 178.8 178.0

In the past three years Questar had the ability to issue shares under the terms of the Dividend Reinvestment and Stock

Purchase Plan Employee Investment Plan and Long-Term Stock Incentive Plan

QUESTAR 2012 FORM 10-K 68



Dividend Reinvestment and Stock Purchase Plan

The Dividend Reinvestment and Stock Purchase Plan allows shareholders to reinvest dividends or invest additional funds in

Questar common stock The Company can issue new shares or buy shares in the open market to meet shareholders purchase

requests The Company bought shares in the open market to satisfy shareholders purchases in 2012 and no shares were issued

The Company issued 4400 shares in 2011 and 162157 shares in 2010 and relied on open market purchases to supplement

Company-issued shares in both years At December 31 2012 2053 1255 shares were reserved and authorized for future

issuance

Long-Term Stock Incentive Plan

Questar issues stock options restricted shares and restricted stock units to certain officers directors and employees under its

LTSIP Stock options for participants have terms ranging from five to ten
years

with majority issued with seven to ten-year

term Options held by employees generally vest in three or four equal annual installments Options granted to non-employee

directors generally vest in one installment six months after grant
Restricted shares and restricted stock units vest in equal

installments over specified number of
years

after the grant date with the majority vesting in three or four years Unvested

restricted shares have voting and dividend rights however sale or transfer is restricted Restricted stock units do not have

voting rights until shares are distributed Restricted stock units also accrue dividend equivalents which are subject to the same

vesting distribution and voting conditions of the underlying award

Beginning in 2011 Questar grants performance shares to certain Company executive officers under the terms of the LTSIP The

awards are designed to motivate and reward these executives for long-term Company performance and provide an incentive for

them to remain with the Company The target
number of performance shares for each executive officer is subject to adjustment

upward or downward based on the Companys performance relative to specified peer group of companies over three-year

performance period with respect to defined performance criteria Each three-year performance period commences at the

beginning of the year
of grant The actual performance shares awarded if any are distributed in the quarter following the

conclusion of the performance period so long as such executive officer was employed by the Company or its affiliates as of the

last day of the performance period Half of any award will be distributed in shares of Questar common stock and half in cash

For summary of LTSIP transactions see Note 11

Note Asset Retirement Obligations

Questar records AROs when there are legal obligations associated with the retirement of tangible long-lived assets At Questar

AROs apply primarily to abandonment costs associated with gas and oil wells production facilities and certain other properties

The Company has not capitalized future abandonment costs on majority of its long-lived transportation and distribution assets

because the Company does not have legal obligation to restore the area surrounding abandoned assets The fair value of

retirement costs is estimated by Company personnel based on abandonment costs of similarproperties available to field

operations and depreciated over the life of the related assets Revisions to estimates result from material changes in the

expected timing or amount of cash flows associated with AROs Income or expense resulting from the settlement of ARO

liabilities is included in net gain loss from asset sales on the Consolidated Statements of Income The ARO liability is

adjusted to present value each period through an accretion calculation using credit-adjusted risk-free interest rate Changes in

Questars AROs from the Consolidated Balance Sheets were as follows

Year Ended December 31

2012 2011

in millions

AROs at beginning of year
63.8 60.9

Accretion
3.4 3.0

Liabilities incurred
3.1 1.5

Revisions in estimated cash flows 1.7 0.8

Liabilities settled 1.4 2.4

AROs at end of year
67.2 63.8
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Questars consolidated AROs by line of business are summarized in the table below

December 31

2012 2011

in millions

Questar Gas 0.5 0.7

Wexpro 64.6 60.3

Questar Pipeline 2.1 2.8

Total 67.2 63.8

Wexpro collects from Questar Gas and deposits in trust certain funds related to estimated ARO costs The funds are recorded as

other noncurrent assets and used to satisfy retirement obligations as the properties are abandoned The accounting treatment of

reclamation activities associated with AROs for properties administered under the Wexpro Agreement is defined in guideline

letter between Wexpro and the Utah Division of Public Utilities and the staff of the PSCW

Note Fair Value Measurements

Questar complies with the provisions of the accounting standards for fair value measurements and disclosures These standards

define fair value in applying GAAP establish framework for measuring fair value and expand disclosures about fair value

measurements The standards establish fair value hierarchy Level inputs are unadjusted quoted prices for identical assets or

liabilities in active markets that the Company has the ability to access at the measurement date Level inputs are inputs other

than quoted prices included within Level that are observable for the asset or liability either directly or indirectly Level

inputs are unobservable inputs for the asset or liability The Company had no assets or liabilities measured using Level inputs

at December 31 2012 and 2011 Fair value accounting standards also apply to certain nonfinancial assets and liabilities that are

measured at fair value on non-recurring basis Questar did not have any such assets or liabilities at December 31 2012 and

2011

Beginning in 2012 Questar adopted fair value accounting guidance issued in May 2011 The guidance did not result in any

changes to the reported amounts of assets or liabilities but did result in disclosure of the fair value hierarchy levels associated

with fair value estimates for financial assets and liabilities not carried at fair value

Questar primarily applies the market approach for recurring fair value measurements and maximizes its use of observable

inputs and minimizes its use of unobservable inputs Questar considers bid and ask prices for valuing the majority of its assets

and liabilities measured and reported at fair value In addition to using market data Questar makes assumptions in valuing its

assets and liabilities including assumptions about risk and the risks inherent in the inputs to the valuation technique

Questar

The following table discloses the carrying amount estimated fair value and level within the fair value hierarchy of certain

financial instruments not disclosed in other notes to Questars financial statements in this Annual Report on Form 10-K

Hierarchy

Level of Fair Carrying Estimated Carrying Estimated

Value Estimates Amount Fair Value Amount Fair Value

December 31 2012 December 31 2011

in millions

Financial assets

Cash and cash equivalents 16.8 16.8 11.6 11.6

Long-term investment 15.5 15.5 14.4 14.4

Financial liabilities

Short-term debt 263.0 263.0 219.0 219.0

Long-term debt including current portion 1140.9 1303.1 1084.5 1223.4

The carrying amounts of cash and cash equivalents and short-term debt approximate fair value The long-term investment is

recorded at fair value and consists of money market and short-term bond index mutual funds representing funds held in

Wexpros trust see Note The fair value of the long-term investment is based on quoted prices for the underlying funds The
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fair value of fixed-rate long-term debt is based on the discounted present value of cash flows using the Companys current

credit-risk-adjusted borrowing rates

The fair value of the Companys derivative instrument is the same as its carrying amount and is disclosed in Note The fair

value of the derivative instrument which is an interest rate swap is estimated using standard discounted cash flow model

using observable market-based forward interest rates obtained from third-party financial institution and is considered Level

fair value measurement

Questar Gas

The following table discloses the carrying amount estimated fair value and level within the fair value hierarchy of certain

financial instruments not disclosed in other notes to Questar Gass financial statements in this Annual Report on Form 10-K

Hierarchy

Level of Fair Carrying Estimated Carrying Estimated

Value Estimates Amount Fair Value Amount Fair Value

December 31 2012 December 31 2011

in millions

Financial assets

Cash and cash equivalents
1.4 1.4 5.0 5.0

Financial liabilities

Notes payable to Questar 166.1 166.1 142.7 142.7

Long-term debt including current portion 426.5 503.7 368.0 445.4

The carrying amounts of cash and cash equivalents and notes payable to Questar approximate fair value The fair value of fixed-

rate long-term debt is based on the discounted present value ofcash flows using Questar Gass current credit-risk-adjusted borrowing

rates

Questar Pipeline

The following table discloses the carrying amount estimated fair value and level within the fair value hierarchy of certain

financial instruments not disclosed in other notes to Questar Pipelines financial statements in this Annual Report on Form 10-

Hierarchy

Level of Fair Carrying Estimated Carrying Estimated

Value Estimates Amount Fair Value Amount Fair Value

December 31 2012 December 31 2011

in millions

Financial assets

Cash and cash equivalents
7.1 7.1 3.4 3.4

Notes receivable from Questar
38.7 38.7 8.8 8.8

Financial liabilities

Long-term debt 458.9 536.6 459.0 519.4

The carrying amounts of cash and cash equivalents and notes receivable from Questar approximate fair value The fair value of

fixed-rate long-term debt is based on the discounted present value of cash flows using Questar Pipelines current credit-risk-

adjusted borrowing rates

Note Derivative Instruments and Hedging Activities

Questar and its subsidiaries may enter into derivative instruments to manage exposure
to changes in current and future market

interest rates In order to mitigate its
exposure

to changes in the fair value of its fixed-rate corporate debt resulting from

changes in benchmark interest rates in the second quarter of 2011 Questar executed fixed-to-floating interest rate swap

transaction with counterparty and converted $125.0 million of its 2.75% fixed-rate long-term debt to floating-rate debt The

2.75% rate was swapped for London Interbank Offered Rate LIBOR-based floating rate Questar terminated and settled this

hedge transaction in March 2012 for deferred gain of $7.2 million which is being amortized to interest expense through the
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maturity of the notes in 2016 Prior to its termination this swap was accounted for as fair value hedge under the accounting

standards for derivatives and hedging

Questar Pipeline entered into forward starting swaps totaling $150.0 million in the second and third quarters of 2011 in

anticipation of issuing $180.0 million of notes in December 2011 Settlement of these swaps required payments of $37.3

million because of declines in interest rates These swaps qualified as cash flow hedges and the settlement payments are being

amortized to interest expense over the 30-year life of the debt

All derivative instruments are required to be recorded on the balance sheet as either assets or liabilities measured at fair value

The designation of derivative instrument as hedge and its ability to meet hedge accounting criteria determines how the

changes in fair value of the derivative instrument are reflected in the consolidated financial statements derivative instrument

qualifies for fair value hedge accounting if at inception and throughout its life the derivative is expected to be highly effective

in offsetting the changes in fair value of the hedged debt attributable to the hedged interest rate Changes in the fair value of

derivative instrument qualifying and designated as fair value hedge as well as the offsetting changes in the fair value of the

hedged debt attributable to the hedged interest rate are recorded currently in the Consolidated Statements of Income

derivative instrument qualifies for cash flow hedge accounting if at inception and throughout its life the derivative is expected

to be highly effective in offsetting the changes in expected cash flows of the hedged interest payments Changes in the effective

portion of the fair value of derivative instrument qualifying and designated as cash flow hedge are initially recorded as

component of OCI in the period and remain in AOCI on the Consolidated Balance Sheets until they are reclassified into

earnings as the Company records interest expense for the hedged interest payments Ineffective portions of qualifying and

designated cash flow hedge are recorded immediately in earnings Questar reports derivative instruments on the Consolidated

Balance Sheets at their fair values on gross basis and derivative positions with the same counterparty are not netted

Interest rate swaps and forward starting interest rate swaps are settled in cash on periodic payment dates with one party paying

the other for the net difference between the fixed and floating interest rate for the payment period as specified in the swap

agreement multiplied by the notional amount Forward starting interest rate swaps used as cash flow hedges of forecasted

fixed-rate debt issuances are terminated and settled in cash when the forecasted debt is issued or as the swaps expire with one

party paying the other for the swaps net fair value at the time of settlement Questar reports cash flows related to derivative

instruments qualifying and designated as hedges in the Consolidated Statements of Cash Flows based upon the nature of the

hedged items

The following table presents the pre-tax effects of the derivative instruments designated as fair value hedge including the

hedged item and cash flow hedges on the Consolidated Statements of Income as well as the pre-tax effects of the derivative

instruments designated as cash flow hedges on OCI

Financial Statement Year Ended December 31

Instrument and Activity Location of Gain Loss 2012 2011 2010

in millions

Fair Value Hedge

Questar Corporation

Interest rate derivative instrument

Realized and unrealized gain Interest expense 9.8

2.75% Notes due 2016

Unrealized loss Interest expense 9.8

Cash Flow Hedges

Questar Pipeline

Interest rate derivative instruments

Deferrals of effective portions OCI 37.3

Losses reclassified from AOCI into earnings

for effective portions Interest
expense 0.4 0.1

There was no ineffectiveness recognized on the fair value hedge in 2012 2011 and 2010 There was no ineffectiveness

recognized on the cash flow hedges in 2012 and 2010 Ineffectiveness recognized on the cash flow hedges was de minimis in
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2011 Reclassifications into earnings of amounts reported in AOCI will continue as interest expense is recorded for the hedged

interest payments through maturity in 2041 Pre-tax net losses of $0.5 million are expected to be reclassified from AOCI to the

Consolidated Statements of Income in the next 12 months As of December 31 2012 the Company was not hedging any

exposure to variability in future cash flows of forecasted transactions

The following table discloses the Level fair value of the derivative instrument designated as fair value hedge in the

Consolidated Balance Sheets

December 31

Instrument Balance Sheet Location 2012 201

in millions

Assets

Questar Corporation

Interest rate derivative instrument Prepaid expenses
and other 1.1

Interest rate derivative instrument Other noncurrent assets 7.8

Consolidated total derivative assets
8.9

Note Debt

The Company has revolving credit arrangement with various lenders to provide back-up credit liquidity support for its

commercial paper program Credit commitments under this revolving credit arrangement totaled $500.0 million at

December 31 2012 with no amounts borrowed This revolving credit arrangement has interest-rate options generally below the

prime interest rate and carries commitment fees on the unused balance The Company amended its revolving credit

arrangement on September 2011 by increasing the lender commitments from $350.0 million to $500.0 million and extending

the maturity date from July 12013 to August 31 2016 The amendment also replaced the previous debt covenant ratio of

consolidated funded debt to EBITDA with new ratio of consolidated funded debt to capitalization On October 29 2012 the

Company amended its revolving credit arrangement to enable Questar Gas to issue $150.0 million in the private placement

market in December 2012 Under both amendments consolidated funded debt cannot exceed 70% of consolidated

capitalization The Company is in compliance with this covenant at December 31 2012

The details of short-term debt are as follows

December 31

2012 2011

in millions

Commercial paper
with variable interest rates 263.0 219.0

Weighted-average interest rate
0.31% 0.29%

Questar centrally manages cash Questar makes loans to Questar Gas and Questar Pipeline under short-term borrowing

arrangement Amounts loaned earn an interest rate that is identical to the interest rate paid on amounts borrowed The following

table details the notes payable to Questar from Questar Gas and the associated interest rate There were no notes payable to

Questar from Questar Pipeline at December 31 2012 or 2011

December 31

2012 2011

in millions

Questar Gas

Notes payable to Questar with variable interest rates 166.1 142.7

Interest rate
0.39% 0.4 1%

All short- and long-term debt and the revolving credit arrangement are unsecured obligations and rank equally with all other

unsecured liabilities The terms of the Questar Corporation Questar Gas and Questar Pipeline long-term debt obligations do not

have dividend-payment restrictions
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In December 2012 Questar Gas issued $110.0 million of 15-year Senior Notes at 3.28% and $40.0 million of 12-year Senior

Notes at 2.98% in the private placement market The proceeds of approximately $148.8 million after deducting estimated

issuance costs were used to refinance $91.5 million of long-term that matured in 2012 $40.0 million that matured in January

2013 and $2.0 million maturing in September 2013 and for general corporate purposes These maturities had weighted-

average interest rate of 6.06%

In December 2011 Questar Pipeline completed public offering of $180.0 million in
aggregate principal amount of its 4.875%

Senior Notes due December 2041 The net proceeds from the offering of approximately $138.9 million after deducting the

underwriting discount estimated offering expenses and swap settlements resulted in an effective interest rate of 6.66% These

proceeds were used to refinance portion of $100.0 million of long-term notes that matured in June 2011 with an interest rate

of 7.09% and $80.0 million of long-term notes that matured in September 2011 with an interest rate of 6.57%

The details of long-term debt are as follows

December 31

2012 2011

in millions

Questar Corporation

2.75% Notes due 2016 250.0 250.0

Questar Gas

6.30% to 6.91% Medium-term Notes due 2012 91.5

5.00% to 6.89% Medium-term Notes due 2013 to 2018 126.5 126.5

6.30% Notes due 2018 50.0 50.0

2.98% Notes due 2024 40.0

3.28% Notes due 2027 110.0

7.20% Notes due 2038 100.0 100.0

Total Questar Gas long-term debt 426.5 368.0

Questar Pipeline

6.45% and 6.48% Medium-term Notes due 2015 and 2018 30.1 30.1

5.83% Notes due 2018 250.0 250.0

4.875% Notes due 2041 180.0 180.0

Total Questar Pipeline long-term debt 460.1 460.1

Total long-term debt outstanding 1136.6 1078.1

Less current portion 42.0 91.5

Less unamortized debt discount 2.3 2.4

Plus unamortized debt premium 0.8 1.0

Plus fair value hedge adjustment 5.8 7.8

Total long-term debt less current portion 1098.9 993.0

The aggregate maturities of Questar Corporation Questar Gas and Questar Pipeline long-term debt for the next five years are

as follows

Questar Questar Questar

Corporation Gas Pipeline Total

Years Ending December 31

in millions

2013 42.0 42.0

2014

2015 25.1 25.1

2016 250.0 250.0

2017 14.5 14.5
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Note Income Taxes

uestar

Details of Questars income tax expense and deferred income taxes from continuing operations are provided in the following

tables The components of income tax expense were as follows

Year Ended December 31

2012 2011 2010

in millions

Federal

Current
1.3 18.3

Deferred 112.0 110.8 85.6

State

Current 1.3 0.2

Deferred 3.6 7.3 6.1

Deftrred investment tax credits recognized 0.4 0.4 0.4

Total income tax expense
116.5 116.4 109.4

The difference between the statutory
federal income tax rate and the Companys effective income tax rate is explained as follows

Year Ended December 31

2012 2011 2010

Federal income taxes statutory rate 35.0% 35.0% 35.0%

Increase decrease in rate as result of

State income taxes net of federal income tax benefit 1.0 1.3 1.3

Tax benefits from dividends paid to employee stock plan 0.5 0.5 0.4

Other
0.1 0.4

Effective income tax rate 35.5% 35.9% 36.3%

Significant components of Questars deferred income taxes were as follows

December 31

2012 2011

in millions

Deferred tax liabilities

Property plant and equipment
743.1 673.6

Deferred tax liabilities noncurrent 743.1 673.6

Deft rred tax assets

Employee benefits and compensation costs 110.0 116.1

Hedging activities 13.6 13.8

Net operating loss carryforward
15.8 39.2

Other
0.3 4.3

Deferred tax assets noncurrent
139.7 173.4

Deferred income taxes net noncurrent liability
603.4 500.2

Deferred income taxes current asset 17.6 16.1

Deferred income taxes current liability
4.6

Deferred income taxes net current asset
13.0 16.1
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Questar Gas

Details of Questar Gass income tax expense and deferred income taxes are provided in the following tables The components
of income tax expense were as follows

Year Ended December 31

2012 2011 2010

in millions

Federal

Current 18.7 15.9

Deferred 45.1 26.3 40.2

State

Current 1.6 2.2

Deferred 1.2 3.2 3.5

Deferred investment tax credit recognized 0.4 0.4 0.4

Total income tax expense 27.2 27.5 25.2

The difference between the statutory federal income tax rate and Questar Gass effective income tax rate is explained as follows

Year Ended December 31

2012 2011 2010

Federal income taxes statutory rate 35.0% 35.0% 35.0%

Increase decrease in rate as result of

State income taxes net of federal income tax benefit 1.0 1.4 1.2

Amortization of investment tax credits related to rate-regulated assets 0.4 0.5 0.5

Other 1.0 1.5 0.8

Effective income tax rate 36.6% 37.4% 36.5%

Significant components of Questar Gass deferred income taxes were as follows

December 31

2012 2011

in millions

Deferred tax liabilities

Property plant and equipment 293.4 264.7

Employee benefits and compensation costs 19.3 9.7

Deferred tax liabilities noncurrent 312.7 274.4

Deft rred tax assets

Net operating loss carryforward 11.1 14.6

Deferred tax assets noncurrent 11.1 14.6

Deferred income taxes net noncurrent liability 301.6 259.8

Deftrred income taxes current asset 6.1 5.6

Deferred income taxes current liability 4.6

Deferred income taxes net current asset 1.5 5.6
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Questar Pipeline

Details of Questar Pipelines income tax expense and deferred income taxes are provided in the following tables The

components of income tax expense were as follows

Year Ended December 31

2012 2011 2010

in millions

Federal

Current 5.4 19.7

Deferred 40.4 37.0 16.7

State

Current 1.6 0.7 1.5

Deferred 0.7 1.9 0.9

Total income tax expense
37.3 38.2 38.8

The difference between the statutory federal income tax rate and Questar Pipelines effective income tax rate is explained as

follows

Year Ended December 31

2012 2011 2010

Federal income taxes statutory rate 35.0% 35.0% 35.0%

Increase in rate as result of

State income taxes net of federal income tax benefit 1.6 1.0 1.5

Effective income tax rate 36.6% 36.0% 36.5%

Significant components of Questar Pipelines deferred income taxes were as follows

December 31

2012 2011

in millions

Deftrred tax liabilities

Property plant and equipment
250.2 240.4

Employee benefits and compensation costs 6.8 3.8

Deferred tax liabilities noncurrent 257.0 244.2

Deft rred tax assets

Hedging activities 13.6 13.8

Net operating loss carryforward
1.0 29.3

Other 0.1 0.3

Deferred tax assets noncurrent 14.5 42.8

Deferred income taxes net noncurrent liability
242.5 201.4

Deferred income taxes current asset 1.6 1.8

Note Commitments Contingencies and Leases

On May 2012 Questar Gas Company filed legal action against QEP Field Services Company subsidiary of QEP

Resources Inc The case entitled Questar Gas Company QEP Field Services Company was filed in the Third District Court

in Salt Lake County Utah Questar Gas believes certain charges of QEP Field Services Company for gathering services exceed

the amounts contemplated under Gas Gathering Agreement effective September 1993 pertaining to certain gas produced

by Wexpro Company under the Wexpro Agreement Questar Gas is alleging breach of contract by QEP Field Services

Company and is seeking an accounting damages and declaratory judgment relating to the services and charges under the Gas

Gathering Agreement The charges under the Gas Gathering Agreement are included in Questar Gass rates as part of its

purchased gas costs While Questar Gas intends to vigorously pursue its legal rights the claims involve complex legal issues
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and uncertainties that make it difficult to predict the outcome of the case and therefore management cannot determine at this

time whether this litigation may have an adverse material effect on its financial position results of operations or cash flows

Questar incurs environmental remediation costs related to both owned and previously-owned facilities These facilities include

previously-owned chemical business manufactured gas plant sites and transmission and production facilities

Questar and each of its subsidiaries are involved in various commercial environmental and regulatory claims Litigation and

other legal proceedings arise in the ordinary course of business Except as stated above concerning the QEP lawsuit

management does not believe any of them individually or in the aggregate will have material adverse effect on Questars

Questar Gass or Questar Pipelines financial position results of operations or cash flows

liability is recorded for loss contingency when its occurrence is probable and damages can be reasonably estimated based

on the anticipated most likely outcome Disclosures are provided for contingencies reasonably likely to occur which would

have material adverse effect on Questars Questar Gass or Questar Pipelines financial position results of operations or cash

flows Some of the claims involve highly complex issues relating to liability damages and other matters subject to substantial

uncertainties and therefore the probability of liability or an estimate of loss cannot be reasonably determined

Commitments

Questar Gas

Currently more than half of Questar Gas natural gas supply is provided by cost-of-service reserves developed and produced by

Wexpro In 2012 Questar Gas purchased the remainder of its gas supply from multiple third parties under index-based or fixed-

price contracts Questar Gas has commitments to purchase gas for $29.5 million in 2013 $16.0 million in each of 2014 and

2015 $16.1 million in 2016 and $19.3 million in 2017 based on current prices Generally at the conclusion of the heating

season and after bid process new agreements for the next heating season are put in place Questar Gas bought natural gas

under purchase agreements amounting to $104.1 million in 2012 $221.0 million in 2011 and $245.2 million in 2010

In addition Questar Gas stores gas during off-peak periods typically during the summer and withdraws gas from storage to

meet peak gas demand typically in the winter The company has contracted for transportation and underground storage

services with Questar Pipeline Annual payments for these services amount to $73.0 million in 2013 $71.1 million in 2014

through 2016 and $44.5 million in 2017 Questar Gas has third-party transportation and gathering commitments requiring

yearly payments of $27.9 million in 2013 through 2017

Wexpro

Wexpro has $0.7 million drilling rig contract commitment in 2013

Leases

The lease on the Companys former headquarters building ended on April 30 2012 Rental
expense on this long-term operating

lease amounted to $1.5 million in 2012 $3.2 million in 2011 and $3.4 million in 2010

In June 2010 Questar entered into lease agreement for new headquarters building The lease term is 17 years and

commenced on May 2012 Rental payments under the lease escalate at rate of 3% per year during the lease term The lease

agreement does not include bargain renewal periods or material rent holidays and is not subject to contingent rent or other

unusual provisions Questar accounts for this lease as capital lease Other property plant and equipment and other

accumulated depreciation depletion and amortization on the Consolidated Balance Sheets include $40.8 million and $1.9

million respectively under the capital lease as of December 31 2012 No amounts were recorded at December 31 2011

Amortization of the asset under the capital lease is included with depreciation depletion and amortization in the Consolidated

Statements of Income
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Future minimum lease payments for the five years following 2012 and the years thereafter are shown in the table below Also

shown is the present value of minimum lease payments at December 31 2012 which is reflected in the Consolidated Balance

Sheets as current and noncurrent capital lease obligations of $0.7 million and $39.3 million respectively

Years Ending

December 31

in millions

2013 2.9

2014 3.3

2015 3.4

2016 3.5

2017 3.6

After 2017 48.5

Total minimum lease payments
65.2

Less amount representing interest 25.2

Present value of minimum lease payments at December 31 2012 40.0

Note Wexpro Agreement

Wexpros operations are subject to the terms of the Wexpro Agreement The agreement was effective August 1981 and sets

forth the rights of Questar Gas to receive certain benefits from Wexpros operations The agreement was approved by the PSCU

and PSCW in 1981 and affirmed by the Supreme Court of Utah in 1983 The Utah Division of Public Utilities and the staff of

the PSCW are entitled to monitor the performance of the Company and Wexpro under the Wexpro Agreement and have retained

two monitors an independent certified public accountant and an independent petroleum engineer to review the performance of

the agreement Major provisions of the agreement are as follows

Wexpro conducts gas-development drilling on finite group of productive gas properties as defined in the agreement and

bears any costs of dry holes Natural gas produced from successful drilling on these properties is delivered to Questar Gas

Wexpro is reimbursed for the costs of producing the natural gas plus return on its investment in successful wells The after-tax

return allowed Wexpro is adjusted annually and is approximately 20.4%

Wexpro operates certain natural gas properties for Questar Gas Wexpro is reimbursed for its costs of operating these

properties including rate of return on any investment it makes This after-tax rate of return is adjusted annually and is

approximately 12.4%

Wexpro conducts developmental-oil drilling on productive oil properties and bears any costs of dry holes Oil discovered

from these properties is sold at market prices with the revenues used to recover operating expenses and to give Wexpro return

on its investment in successful wells The after-tax rate of return is adjusted annually and is approximately 17.4% Any

operating income remaining after recovery
of expenses and Wexpros return on investment is divided between Wexpro and

Questar Gas with Wexpro retaining 46% and Questar Gas retaining 54% Questar Gas received oil-income sharing of $2.5

million in 2012 $3.3 million in 2011 and $1.1 million in 2010

Crude oil production from certain oil-producing properties is sold at market prices with the revenues used to recover

operating expenses and to provide Wexpro return on its investment The after-tax rate of return on investments in these

properties is adjusted annually and is approximately 12.4% Any operating income remaining after recovery of expenses and

Wexpros return on investment is divided between Wexpro and Questar Gas with Wexpro retaining 46%

Amounts received by Questar Gas from the sharing of Wexpros oil income are used to reduce natural gas costs to utility

customers

Wexpros net investment base and the yearly average rate of return are shown in the table below

2012 2011 2010

Wexpro net investment base at December 31 in millions 531.1 474.4 456.6

Average annual rate of return after tax 19.9% 20.0% 20.0%
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Note 10 Rate Regulation

The following table details regulatory assets and liabilities

Regulatory assets

Questar Gas

Purchased-gas adjustment

DSM

Deferred production taxes

Deferred royalties

Cost of reacquired debt

Pipeline integrity costs

ARO cost-of-service gas wells

Other

December 31 2012 December 31 2011

Current Noncurrent Current Noncurrent

in millions

15.2

11.0

5.0

6.3

3.5

Total Questar Gas regulatory assets 41.0 16.4 26.5 15.1

Ques tar Pipeline

Gas imbalance 4.4 2.8

Revenue sharing 1.3 2.4

Cost of reacquired debt 3.0 3.3

Income taxes recoverable from customers 0.9 1.2

Other 1.3 1.4

Total Questar Pipeline regulatory assets 5.7 5.2 5.2 5.9

Total regulatory assets 46.7 21.6 31.7 21.0

Regulatory liabilities

Questar Gas

Purchased-gas adjustment 10.8

CET 4.2 3.2

Income taxes refundable to customers 0.5 0.7

Other 0.1 0.2

Total Questar Gas regulatory liabilities 4.3 0.5 14.2 0.7

Questar Pipeline

Gas imbalance 1.4 0.9

Revenue sharing 0.1 0.3

Postretirement medical 7.7 7.4

Total Questar Pipeline regulatory liabilities 1.5 7.7 1.2 7.4

Total regulatory liabilities 5.8 8.2 15.4 8.1

Questar Gas and Questar Pipeline record regulatory assets and liabilities They recover the costs of assets but do not generally

receive return on these assets

Following is description of Questar Gass regulatory assets and liabilities

Purchased-gas costs that are different from those provided for in present rates are accumulated and recovered or credited

through future rate changes

24.2

2.3

5.3

8.7

2.4

5.9

6.5

2.7
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The DSM program asset represents funds expended for promoting the conservation of natural gas through advertising

rebates for efficient homes and appliances
and home energy audits These costs are deferred and recovered from

customers through periodic rate adjustments

Production taxes and royalties on cost-of-service gas production are recorded when the gas is produced and recovered

from customers when taxes and royalties are paid generally within 12 months

Gains and losses on the reacquisition of debt by rate-regulated companies are deferred and amortized as interest expense

over the would-be remaining life of the reacquired debt The reacquired debt costs had weighted-average life of

approximately
10 years as of December 31 2012

The costs of complying with pipeline-integrity regulations are recovered in rates subject to PSCU order Questar Gas is

allowed to recover $4.4 million per year Costs incurred in excess of this amount will be recovered in future rate

changes

regulatory asset that represents future expenses
related to abandonment of Wexpro-operated gas and oil wells The

regulatory asset will be reduced over an 18-year period following an amortization schedule that commenced January

2003 or as cash is paid to plug and abandon wells

The CET liability represents actual revenues received that are in excess of the allowed revenues These amounts are

refunded through periodic rate adjustments

Income taxes refundable to customers arise from adjustments to deferred taxes refunded over the life of the related

property plant and equipment

Following is description of Questar Pipelines regulatory assets and liabilities

Regulatory assets and liabilities for gas imbalances fuel over- or under-recovered and sharing interruptible revenues

with customers

Gains and losses on the reacquisition of debt are deferred and amortized as interest expense over the would-be remaining

life of the reacquired debt The reacquired debt costs had weighted-average life of approximately years as of

December 31 2012

Income taxes recoverable from customers arise from adjustments to deferred taxes recovered over the life of the related

property plant and equipment

regulatory liability for the collection of postretirement
medical costs allowed in rates in excess of actual charges

Rate Changes

Questar Gas has an allowed return on equity of 10.35% in Utah Questar Gas is required to file general rate case in Utah by

mid-2013 Questar Gas filed general rate case in Wyoming in December 2011 and received an order in 2012 which increased

rates by $0.6 million per year and authorized return on equity of 9.16%

Note 11 Share-Based Compensation

Questar may issue stock options restricted shares restricted stock units and performance shares to certain officers employees

and non-employee directors under its LTSIP To generally preserve
the potential benefits under the LTSIP prior to the Spinoff

stock options and restricted share awards outstanding as of June 30 2010 were adjusted and bifurcated into stock options and

restricted share awards for both Questar and QEP respectively The exercise price of options and the grant-date prices of

restricted shares were recast using the ratio of the June 30 2010 closing prices of Questar $14.66 or 32.23% and QEP $30.83

or 67.77%

Questar recognizes expense over time as the stock options restricted shares restricted stock units and performance
shares vest

Total share-based compensation expense amounted to $9.9 million in 2012 compared to $10.1 million in 2011 and $15.4

million in 2010 Deferred share-based compensation representing the unvested value of restricted share awards and restricted

stock unit awards amounted to $5.1 million at December 31 2012 and $5.6 million at December 31 2011 Deferred share-

based compensation is included in common stock on the Consolidated Balance Sheets Cash flow from income tax benefits in

excess of recognized compensation expense amounted to $9.2 million in 2011 and $8.4 million in 2010 There were no cash

flows recognized in excess of compensation expense in 2012 At December 31 2012 there were 6720979 shares available for

future grant

The Company uses the Black-Scholes-Merton mathematical model in estimating the fair value of stock options for accounting

purposes Fair value calculations rely upon subjective assumptions used in the mathematical model and may not be

representative of future results The Black-Scholes-Merton model was intended for measuring the value of options traded on an

exchange No stock options were granted in 2012 or 2011
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The calculated fair value of options granted and major assumptions used in the model at the date of the 2010 grant are listed

below

2010

Fair value of options at grant date

Risk-free interest rate

Expected price volatility

Expected dividend yield

Expected life in years

Stock Option

Input Variables

13.10

2.30%

30.3%

1.18%

5.2

Unvested stock options decreased by 88396 shares to 29398 shares in 2012 No stock options were granted or forfeited in

2012 Stock-option transactions under the terms of the LTSIP are summarized for the year ended December 31 2012 below

Weighted-

Exercise Average
Price Range Exercise Price

As of December 31 2012 the aggregate intrinsic value of outstanding and exercisable options was $6.5 million and $6.3

million respectively

Restricted shares are valued at the grant-date market price and amortized to expense over the vesting period Most restricted

share grants vest in equal installments over three- or four-year period from the grant date The weighted-average remaining

vesting period of unvested restricted shares at December 31 2012 was 12 months Transactions involving restricted shares

under the terms of the LTSIP for the
year ended December 31 2012 are summarized below

Restricted

Shares

Outstanding

Restricted stock units granted typically vest in equal installments over three-year period from the grant date At December 31
2012 Questars outstanding restricted stock units totaled 71439 with weighted-average price of $15.50 per share and

weighted-average remaining vesting period of months

Options

Outstanding

Balance at December31 2011 1773635 3.70 17.35 8.54

Exercised 1002712 3.70 13.10 6.38

Balance at December 31 2012 770923 4.37 17.35 11.35

Options Outstanding Options Exercisable Unvested Options

Number Weighted- Weighted- Number Weighted- Number Weighted-
Range of outstanding average average exercisable

average unvested average
exercise at Dec 31 remaining exercise at Dec 31 exercise at Dec 31 exercise

prices 2012 term in years price 2012 price 2012 price

4.37 7.84 150750

13.10 17.35

1.4 6.67 150750 6.67

11.40 304174 3.2 11.40 304174 11.40

315999 3.5 13.54 286601 13.58 29398 13.10

770923 3.0 11.35 741525 11.28 29398 13.10

Price Range

Balance at December 31 201 771550 11.40 17.97 16.22

Granted 373680 19.39 20.90 19.40

Distributed 325567 11.40 19.39 16.03

Forfeited 9321 13.10 19.39 17.76

Balance at December 31 2012 810342 13.10 20.90 17.74

Weighted

Average Price
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As result of the Spinoff and bifurcation of share-based awards restricted QEP shares and QEP stock options were granted to

certain officers employees and non-employee directors of Questar The awards included 47545 unvested restricted shares with

weighted-average price of $29.61 per
share and 29398 unvested stock options with weighted-average price of $27.55 per

share at December 31 2012 Questar will recognize expense in future periods for these unvested share-based awards In

addition certain QEP officers employees and non-employee directors held 482418 Questar stock options with weighted-

average exercise price of $11.37 per share and weighted-average remaining life of 3.4 years and 77645 Questar unvested

restricted shares with weighted-average price of $12.95 at December 31 2012

Questar grants performance shares to certain Company executive officers under the terms of the LTSIP The awards are

designed to motivate and reward these executives for long-term Company performance and provide an incentive for them to

remain with the Company The target number of performance shares for each executive officer is subject to adjustment upward

or downward based on the Companys performance relative to specified peer group of companies over three-year

performance period with respect to defined performance criteria Each three-year performance period commences at the

beginning of the year of grant The actual performance shares awarded if any are distributed in the quarter following the

conclusion of the performance period so long as such executive officer was employed by the Company or its affiliates as of the

last day of the performance period

The Company uses the Monte Carlo simulation method in estimating the fair value of performance shares Fair value

calculations rely upon subjective assumptions used in the mathematical model and may not be representative of future results

The calculated fair value of performance shares granted and major assumptions used in the simulation at the date of grant are

listed below There were no performance shares granted prior to 2011

2012 2011

Performance Share

Input Variables

Fair value of performance shares at grant date 25.42 18.23

Risk-free interest rate
0.35% 1.32%

Expected price volatility
22.0% 31.3%

Expected dividend yield
3.35% 3.39%

Expected life in years
2.9 2.9

The grant-date fair value of performance shares is amortized to expense over the vesting period Half of any award will be

distributed in shares of Questar common stock and half in cash Equity- and liability-based performance share compensation

expense amounted to $1.8 million in 2012 and $0.6 million in 2011 The weighted-average remaining vesting period of

unvested performance shares at December 31 2012 was 18 months Transactions involving performance shares under the

terms of the LTSIP for the year
ended December 31 2012 are summarized below

Weighted-

Target Number of Average

Performance Grant-Date Grant-Date

Shares Outstanding Fair Value Range Fair Value

BalanceatDecember3l2011 128021 18.23 18.23

Granted 136846 25.42 25.42

Balance at December 31 2012 264867 18.23 25.42 21.94

As of December 31 2012 the total unrecognized compensation cost related to outstanding stock options restricted shares

restricted stock units and performance shares was $8.3 million which the Company expects to recognize over weighted-

average period of 12 months

Questar issues stock options restricted shares and performance shares to certain officers and employees of Questar Gas and

Questar Pipeline under its LTSIP and recognizes expense over time as the stock options restricted shares and performance

shares vest Questar Gas share-based compensation expense amounted to $1.2 million in 2012 compared with $1.1 million in

2011 and $1.4 million in 2010 Questar Pipeline share-based compensation expense amounted to $2.0 million in 2012

compared with $1.8 million in 2011 and $1.3 million in 2010
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The following table summarizes the stock options held under the LTSIP by Questar Gas and Questar Pipeline officers and

employees at December 31 2012

Options Outstanding Options Exercisable Unvested Options

Number Weighted- Weighted- Number Weighted- Number Weighted-
Range of outstanding average average exercisable average unvested average
exercise at Dec 31 remaining exercise at Dec 31 exercise at Dec 31 exercise

prices 2012 term in years price 2012 price 2012 price

Questar Gas

4.37 $13.10 28750 2.2 8.94 26417 8.57 2333 13.10

Questar Pipeline

7.84 $13.10 161266 2.6 9.42 152000 9.19 9266 13.10

The following table summarizes the restricted shares held under the LTS1P by Questar Gas and Questar Pipeline officers and

employees at December 31 2012 The weighted-average remaining vesting period of unvested restricted shares at

December 31 2012 for Questar Gas and Questar Pipeline was 12 months

Restricted Weighted-

Shares Average

Outstanding Price Range Price

Questar Gas 105303 13.10 19.39 18.15

Questar Pipeline 174362 13.10 19.56 17.92

The following table summarizes the target number of performance shares held under the LTSIP by Questar Gas and Questar

Pipeline executive officers at December 31 2012 The weighted-average remaining vesting period of unvested performance

shares at December 31 2012 for Questar Gas and Questar Pipeline was 18 months

Weighted-

Target Number of Average
Performance Grant-Date Grant-Date

Shares Outstanding Fair Value Range Fair Value

Questar Gas 22838 18.23 25.42 22.03

Questar Pipeline 48119 18.23 25.42 21.81

Note 12 Employee Benefits

Defined Benefit Pension Plan and Other Postretirement Benefits

The Company has noncontributory defined benefit pension plan and life insurance plan covering majority of its employees
and postretirement medical plan providing coverage to less than half of its employees Employees hired or rehired after

June 30 2010 are not eligible for the noncontributory defined benefit pension plan and employees hired or rehired after

December 31 1996 are not eligible for the postretirement medical plan and are not eligible to receive basic life
coverage once

they retire

Questar funds trust for Employee Retirement Income Security Act ERISA-qualified pension and postretirement benefit

obligations to pay benefits currently due and to build asset balances over reasonable time period to pay future obligations

Questar is subject to and complies with minimum-required and maximum-allowed annual contribution levels mandated by
ERISA and by the Internal Revenue Code Subject to these limitations the Company seeks to fund the qualified pension plan in

amounts that are at minimum equal to the yearly expense The Company also has nonqualified pension plan that covers

group of management employees in addition to the qualified pension plan The nonqualified pension plan provides for defined

benefit payments upon retirement of the management employee or to the
spouse upon death of the management employee

above the benefit limit defined by the IRS for the qualified plan The nonqualified pension plan is unfunded claims are paid

from the Companys general funds The Company commingles postretirement benefit plan assets with those of the ERISA

qualified pension plan as permitted by section 401h of the Internal Revenue Code

The Companys Employee Benefits Committee EBC has oversight over investment of qualified pension and postretirement

benefit plan assets The EBC uses third-party consultant to assist in setting targeted policy ranges for the allocation of assets

among various investment categories The EBC allocates qualified pension postretirement medical and life plan assets among
broad asset categories and reviews the asset allocation at least annually Asset allocation decisions consider risk and return
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future benefit requirements participant growth and other expected cash flows The EBC seeks investment returns consistent

with reasonable and prudent levels of liquidity and risk

The EBC uses asset-mix guidelines that include permissible ranges for each asset category return objectives for each asset

group and the desired level of diversification and liquidity These guidelines change from time to time based on the EBCs

ongoing evaluation of each plans risk tolerance The EBC estimates an expected overall long-term rate of return on assets by

weighting expected returns of each asset class by its targeted asset allocation percentage Expected return estimates are

developed from analysis of past performance and forecasts of long-term return expectations by third-parties The majority of

qualified pension and postretirement benefit plan assets were invested as follows

Actual Allocation Policy Range

Year Ended December 31

2012 2011 2012 2011

Total domestic equity securities 34% 35% 35% 45% 35% 45%

Foreign equity securities

Developed market foreign equity securities 20% 20%

Emerging market foreign equity securities 5% 4%

Total foreign securities 25% 24% 25% 35% 25% 35%

Debt securities

Investment-grade intermediate-term debt 4% 5%

Investment-grade long-term debt 14% 17%

Below-investment-grade debt 10% 9%

Total debt securities 28% 31% 25% 35% 25% 35%

Inflation protection securities 9% 9% 10% 10%

Cash and short-term investments 4% 1% 3% 3%

At December 31 2012 domestic equity assets were invested in passive total stock market index fund that invests in

diversified portfolio of stocks representative
of the whole U.S stock market and an SP 500 index fund Developed market

foreign equity assets were invested in funds that hold diversified portfolio of common stocks of corporations in developed

countries outside the United States These investments are benchmarked against the Morgan Stanley Capital International

Europe Australasia and Far East MSCI EAFE index Emerging market foreign equity assets are invested in funds that hold

diversified portfolio of common stocks of corporations in emerging countries outside the United States and are benchmarked

against the MSCI Emerging Markets index

Investment-grade intermediate-term debt assets are invested in funds holding diversified portfolio of debt of governments

corporations and mortgage borrowers with average maturities of to 10 years and investment-grade credit ratings The

investments are benchmarked against the Barclays Capital Aggregate Bond index Investment-grade long-term debt assets are

invested in diversified portfolio of debt of governments corporations and mortgage borrowers with an average maturity of

more than 10 years and investment-grade credit ratings These assets are benchmarked against the Barclays Capital

GovernmentlCredit Bond index Below-investment-grade debt assets are invested in fund holding diversified portfolio of

debt securities of corporations
with an average maturity up to 10 years

with below-investment-grade credit ratings This

investment is benchmarked against the Merrill Lynch High Yield II Total Return Bond index

To mitigate the impact of inflation assets are allocated to inflation protection funds These funds invest in indices that comprise

the Dow Jones U.S Select REIT Dow Jones-UBS Commodity Total Return SP Global LargeMidCap Commodity and

Resources and Barclays Capital U.S Treasury Inflation Protected Securities Cash and short-term investments are held in

fund that purchases investment-grade short-term debt issued by governments and corporations

Responsibility for individual security selection rests with each investment manager who is subject to guidelines specified by

the EBC These guidelines are designed to ensure consistency with overall plan objectives The EBC sets performance

objectives for each investment manager that are expected to be met over three-year period or complete market cycle

whichever is shorter Performance and risk levels are regularly
monitored to confirm policy compliance and that results are

within expectations
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Pension plan guidelines prohibit transactions between fiduciary and parties-in-interest unless specifically provided for in

ERISA No restricted securities such as letter stock or private placements may be purchased for any investment fund Questar
securities may be considered for purchase at an investment managers discretion but within limitations prescribed by ERISA
and other laws There was no direct investment in Questar shares for the periods disclosed Use of derivative securities by any
investment managers is prohibited except where the EBC has given specific approval or where commingled funds are utilized

that have previously adopted permitting guidelines

Fair value accounting standards define fair value in applying GAAP as well as establish framework for measuring fair value

and for making disclosures about fair value measurements The standards establish fair value hierarchy with Levels and

ranging from the most observable to the least observable valuation inputs Level inputs are unadjusted quoted prices in active

markets that the Company has the ability to access for identical assets or liabilities at the measurement date Level inputs are

inputs other than quoted prices included within Level that are observable for the asset or liability either directly or indirectly

Level inputs are unobservable inputs for the asset or liability The following is description of the valuation methodologies

used at December 31 2012 and 2011 to value pension and postretirement benefit plan assets The Companys pension and

postretirement benefit plan assets did not include any investments measured using Level inputs at December 31 2012 and

2011

Corporate bonds and U.S government securities Corporate bonds and United States government corporation and agency
securities are valued at the closing price reported on the markets on which the individual securities are traded which in general

are less active than the markets for common stocks and registered investment companies

Registered investment companies Registered investment companies also known as mutual funds are valued at the closing

price reported on the active market on which the individual funds are traded

Commingled funds and 103-12 investment entity These investments are investment vehicles generally restricted to

institutional investors and are valued using the net asset value NAV of the fund The NAV is based on the value of the

underlying assets owned by the fund excluding transaction costs and minus liabilities The underlying assets are valued at the

closing prices reported on the markets on which they are traded No assets that were valued using NAV methodology were

subject to significant redemption restrictions on their valuation dates

The following tables set forth by level within the fair value hierarchy qualified pension and postretirement benefit plan assets

at fair value as of December 31 2012 and 2011

Investments at Fair Value

December 31 2012

Level Level Total

in millions

Corporate bonds 1.9 1.9

U.S government securities 2.0 2.0

Registered investment companies

Fixed income funds 79.2 79.2

Inflation protection fund 25.5 25.5

Domestic equity fund 1.9 1.9

Commingled funds

Cash equivalent funds 20.8 20.8

Domestic equity index fund 185.9 185.9

Foreign equity growth fund 37.3 37.3

Foreign equity index funds 60.1 60.1

Corporate debt funds 72.8 72.8

Inflation protection fund 24.5 24.5

Foreign equity growth 103-12 investment entity 36.5 36.5

Total 106.6 441.8 548.4
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Investments at Fair Value

December 31 2011

Level Level Total

in millions

Corporate bonds 1.9 1.9

U.S government securities
3.1 3.1

Registered investment companies

Fixed income funds 62.7 62.7

Inflation protection fund 19.5 19.5

Domestic equity fund 2.1 2.1

Commingled funds

Cash equivalent funds
3.0 3.0

Domestic equity index fund
145.8 145.8

Foreign equity growth fund
28.2 28.2

Foreign equity index funds
43.0 43.0

Corporate debt funds
65.7 65.7

Inflation protection fund
18.7 18.7

Foreign equity growth 103-12 investment entity
30.2 30.2

Total
84.3 339.6 423.9

Pension plan benefits are based on the employees age at retirement years
of service and highest earnings during 72

consecutive semimonthly pay periods in the last 10 years of employment Postretirement health-care and life insurance benefits

are provided only to employees hired before January 1997 The Company pays portion of the costs of health-care benefits

determined by an employees years of service and generally limited to 170% of the 1992 contribution for employees who

retired after January 1993 The Company amortized its transition obligation over 20-year period that began in 1992 and

ended in 2012

The qualified pension projected benefit obligation was measured using the following assumptions at December 31

2012 2011

Discount rate
4.20% 4.80%

Rate of increase in compensation
5.50 5.50

Long-term return on assets
7.25 7.25

The nonqualified pension projected benefit obligation was measured using the following assumptions at December 31

2012 2011

Discount rate
2.40% 3.30%

Rate of increase in compensation
5.50 5.50

The postretirement benefit accumulated benefit obligation was measured using the following assumptions at December 31

2012 2011

Discount rate
4.00% 4.40%

Long-term return on assets
7.25 7.25

Health-care inflation rate 8.50 8.00

decreasing to decreasing to

4.50% by 2021 5.00% by 2014
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Questar does not expect any plan assets to be returned during 2013 The qualified and nonqualified pension plan accumulated

benefit obligation totaled $623.4 million at December 31 2012 Plan obligations and fair value of all plan assets are shown in

the following table

Pension

Year Ended December 31

2012 2011

Postretirement Benefits

Year Ended December 31

2012 2011

Postretirement

Pension Benefits

Years Ending December

in millions

24.7 4.9

5.1

5.2

5.3

5.4

183.5 28.3

in millions

Change in benefit obligation

Benefit obligation at beginning of year 646.9 492.4 88.7 77.9

Service cost 13.2 9.3 0.7 0.5

Interest cost 31.1 28.5 3.8 4.2

Change in plan assumptions 69.0 122.3 7.3 14.7

Actuarial gain loss 18.2 13.2 1.0 0.9
Benefits paid 18.1 18.8 5.1 7.7

Benefit obligation at end of year 760.3 646.9 94.4 88.7

Change in plan assets

Fair value of plan assets at beginning of
year 390.0 359.9 34.0 38.4

Actual gain loss on plan assets 59.3 2.5 4.6 0.7

Company contributions to the plan 79.6 46.4 4.1 4.0

Benefits paid 18.1 18.8 5.1 7.7

Fair value of plan assets at end of year 510.8 390.0 37.6 34.0

Underfunded status current and long-term 249.5 256.9 56.8 54.7

The projected 2013 qualified pension plan funding is $57.7 million Estimated benefit-plan payments for the five
years

following 2012 and the subsequent five years aggregated are as follows

2013

2014

2015

2016

2017

2018 through 2022

26.0

33.0

28.7

29.0
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The components of the pension and postretirement benefits expenses are as follows The pension expense includes the costs of

both qualified and nonqualified pension plans The pension and postretirement benefits expenses
for 2010 include eligible

employees and retirees of both Questar and QEP

Pension Postretirement Benefits

Year Ended December 31 Year Ended December 31

2012 2011 2010 2012 2011 2010

in millions

Service cost 13.2 9.3 9.3 0.7 0.5 0.6

Interest cost 31.1 28.5 28.7 3.8 4.2 4.4

Expected return on plan assets 31.8 26.0 24.4 2.3 2.6 2.4

Prior-service and other costs 1.1 1.1 1.1 1.6 1.9 1.9

Recognized net actuarial loss 24.9 12.1 8.2 2.5 0.3 0.6

Curtailment charges
0.8 2.4 0.3

Accretion of regulatory liability
0.8 0.8 0.8

Periodic expense
38.5 25.8 25.3 7.1 5.1 6.2

Assumptions at January used to calculate the qualified pension benefits expense for the years were as follows

2012 2011 2010-2Ha1f 20l0lstHalf

Discount rate 4.80% 5.75% 5.75% 6.50%

Rate of increase in compensation 5.50 4.00 4.00 4.00

Long-term return on assets 7.25 7.25 7.25 7.25

Assumptions at January used to calculate the nonqualified pension benefits expense
for the years were as follows

2012 2011 20l0-2Half 20l01stHalf

Discount rate 3.30% 5.75% 5.75% 6.50%

Rate of increase in compensation 5.50 4.00 4.00 4.00

Assumptions at January used to calculate the postretirement benefits expense
for the years were as follows

2012 2011 20l0-2Half 2010- lstHalf

Discount rate 4.40% 5.75% 5.75% 6.50%

Long-term return on assets 7.25 7.25 7.25 7.25

Health-care inflation rate 7.00 8.00 8.00 8.00

decreasing to decreasing to decreasing to decreasing to

5.00% by 2014 5.00% by 2014 5.00% by 2013 5.00% by 2013

The 2013 estimated qualified and nonqualified pension expense is $35.6 million In 2013 $27.5 million of estimated actuarial

loss and $1.1 million of prior-service cost for the pension plan will be amortized from AOCI The 2013 estimated

postretirement benefits expense is $5.0 million excluding amortization of regulatory liability In 2013 $3.0 million of

estimated actuarial loss for the postretirement benefit plans will be amortized from AOCI

Service costs and interest costs are sensitive to changes in the health-care inflation rate 1% increase in the health-care

inflation rate would cause minimal increase in the yearly service and interest costs and would increase the accumulated

postretirement benefit obligation by $0.9 million 1% decrease in the health-care inflation rate would cause minimal

decrease in the yearly service and interest costs and would decrease the postretirement accumulated benefit obligation by $0.8

million

Questar Gas and Questar Pipeline participate in Questars pension and other postretirement benefit plans Questar Gass and

Questar Pipelines pension plan and postretirement medical and life insurance assets and benefit obligations cannot be

separately determined because plan assets are not segregated or restricted to meet the companies pension and postretirement
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medical and life obligations If the companies were to withdraw from the pension plan the pension obligation for Questar Gas

and Questar Pipeline employees would be retained by the pension plan

Questar Gas contributes to the Questar pension plans in amounts equal to yearly expenses Questar Gass pension expense was

$19.7 million in 2012 $13.4 million in 2011 and $15.4 million in 2010 Questar Gass postretirement benefit expenses other

than pensions were $3.3 million in 2012 $2.3 million in 2011 and $3.6 million in 2010

Questar Pipeline contributes to the Questar pension plans in amounts equal to yearly expenses Questar Pipelines pension

expense was $7.4 million in 2012 $5.0 million in 2011 and $4.1 million in 2010 Questar Pipelines postretirement benefit

expenses other than pensions were $1.2 million in 2012 $1.0 million in 2011 and $0.8 million in 2010

Employee Investment Plan

The Employee Investment Plan EIP is defined contribution pension plan that allows eligible employees to purchase shares

of Questar common stock or other investments through payroll deduction at the current fair market value on the transaction

date The Company currently contributes an overall match of 100% of employees pre-tax purchases up to maximum of 6% of

their qualifying earnings To satisfy employee purchases of Questar stock the EIP trustee may purchase Questar shares on the

open market with cash received or Questar may issue new shares The Company recognizes expense equal to its yearly

matching contributions Questars expense amounted to $7.3 million in 2012 $7.0 million in 2011 and $5.9 million in 2010

Questar Gass EIP expense equaled its matching contribution of $3.6 million in 2012 $3.4 million in 2011 and $3.9 million in

2010 Questar Pipelines EIP expense equaled its matching contribution of $1.4 million in 2012 $1.4 million in 2011 and $1.2

million in 2010

Note 13 Operations by Line of Business

Questars three principal complementary lines of business include Questar Gas which provides retail natural gas distribution in

Utah Wyoming and Idaho Wexpro which develops and produces natural gas for Questar Gas customers and Questar Pipeline

which operates interstate natural
gas pipelines and storage facilities Line-of-business information is presented according to

senior managements basis for evaluating performance and considering differences in the nature of products services and

regulation among other factors The following is summary of continuing operations by line of business for the three years

ended December 31 2012

Questar Corp and

Pipeline Other

Questar

Consol

Interco

Trans

Questar

Gas Wexpro

in millions

2012

Revenues

From unaffiliated customers 1098.9 859.7 36.1 203.1

From affiliated companies 351.0 2.5 274.1 74.4

Total Revenues 1098.9 351.0 862.2 310.2 277.5

Operating Expenses

Cost of sales 192.3 347.7 533.3 6.7

Operating and maintenance 180.8 0.2 119.0 26.8 35.2

General and administrative 120.8 0.6 51.2 26.8 50.0 6.6

Retirement incentive 4.9 2.4 0.2 0.9 1.4

Production and other taxes 47.9 16.2 20.8 9.1 1.8

Depreciation depletion and amortization 181.6 47.2 77.4 54.3 2.7

Other operating expenses 2.5 2.5

Total Operating Expenses 728.3 351.0 769.3 154.5 156.2 0.7

Net gain from asset sales 5.1 2.4 2.7

Operating Income 375.7 92.9 158.1 124.0

Interest and other income expense

Income from unconsolidated affiliate

Interest expense

7.0 0.7

3.7

57.9

5.5 2.8

0.7 24.1 26.3

0.6

0.7

1.2

3.7

8.2
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From unaffihiated customers

From affiliated companies

From unaffihiated customers

From affiliated companies

Total Revenues

Operating Expenses

Cost of sales

Operating and maintenance

General and administrative

Separation costs

Production and other taxes

Depreciation depletion and amortization

Income taxes

Income Loss From Continuing Operations

Identifiable assets of continuing operations

Goodwill

Investment in unconsolidated affiliate

Cash capital expenditures

Accrued capital expenditures

201

Revenues

116.5 27.2 57.0 37.3 5.0

212.0 47.1 103.9 64.7 3.7

3757.1 1547.3 836.1 1298.9 74.8

5.6

162.1 3.5

161.2 1.0

4.29.8

26.5

370.7

366.3

1194.4

1194.4

144.5

145.5

31.5

253.6

285.1

26.5

60.6

58.6

197.4

74.4

271.8

331.3

331.3

965.5

3.3

968.8Total Revenues

Operating Expenses

Cost of sales 321.5 327.3 645.7 3.1

Operating and maintenance 175.9 0.2 118.5 22.3 35.3

General and administrative 117.9 0.5 51.0 24.2 46.5 3.3

Production and other taxes 52.5 15.0 25.6 10.1 1.8

Depreciation depletion and amortization 159.9 44.5 63.9 51.2 0.3

Other operating expenses 3.3 3.3

Total Operating Expenses 827.7 331.3 874.7 139.3 146.2 1.2

Net gain loss from asset sales 0.2 0.1 0.3

Operating Income 366.9 94.1 145.7 125.9 1.2

Interest and other income 10.4 0.6 5.4 4.2 0.9 0.5

Income from unconsolidated affiliate 3.8
3.8

Interest expense 56.8 0.6 25.9 24.5 7.0

Incometaxes 116.4 27.5 54.7 38.2 4.0

Income Loss From Continuing Operations
207.9 46.1 95.2 67.9 1.3

Identifiable assets of continuing operations 3532.8 1444.4 768.2 1286.6 33.6

Goodwill 9.8 5.6 4.2

Investment in unconsolidated affiliate 27.3 27.3

Cash capital expenditures
367.7 121.5 136.2 104.5 5.5

Accrued capital expenditures 373.9 127.7 144.3 93.8 8.1

2010

Revenues

1123.6 901.8 24.6 197.2

315.3 1.1 240.2 74.0

1123.6 315.3 902.9 264.8 271.2

280.9 313.7 592.2 2.4

175.8 0.2 114.4 20.2 41.4

108.5 0.3 49.9 20.5 41.0 2.6

11.5
11.5

50.6 14.1 26.8 9.0 0.7

153.4 43.7 62.1 47.4 0.2
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Other operating expenses 1.1 1.1

Total Operating Expenses 780.7 315.3 814.3 130.7 141.2 9.8

Net gain loss from asset sales 0.4 0.4 0.8

Operating Income Loss 343.3 88.6 133.7 130.8 9.8
Interestandotherincome 11.7 0.8 6.7 3.2 0.4 2.2

Income from unconsolidated affiliate 3.8 3.8

Interest expense 57.1 0.8 26.2 0.3 28.8 2.6
Income taxes 109.4 25.2 48.5 38.8 3.1

IncomeLossFromContinuingOperations 192.3 43.9 88.1 67.4 7.1
Identifiable assets of continuing operations 3373.6 1406.8 667.1 1246.9 52.8

Goodwill 9.8 5.6 4.2

Investment in unconsolidated affiliate 27.9 27.9

Cash capital expenditures 320.3 -- 108.6 90.6 121.0 0.1

Accrued capital expenditures 330.4 110.9 94.1 125.0 0.4

Note 14 Related-Party Transactions

Questar Gas

In 2012 2011 and 2010 Questar Gas provided technical and communication services to affiliates In 2010 Questar Gas also

provided administrative accounting legal data-processing and regulatory support to affiliates Questar Gas provided these

services at its cost and charged $13.6 million in 2012 $14.0 million in 2011 and $25.9 million in 2010 The majority of these

costs are allocated The allocation methods are based on the specific nature of the charges Management believes that the

allocation methods are reasonable

Questar Gas has reserved transportation capacity on Questar Pipelines system for 916 Mdth
per day during the heating season

and 841 Mdth per day during off-peak months Questar Gas periodically releases excess capacity and receives credit from

Questar Pipeline for the released capacity revenues and portion of Questar Pipelines interruptible transportation revenues

Questar Gas paid for transportation storage and processing services provided by Questar Pipeline and subsidiary amounting

to $73.6 million in 2012 $73.7 million in 2011 and $73.5 million in 2010 which included demand charges The costs of these

services were included in cost of natural gas sold

Under the terms of the Wexpro Agreement Questar Gas receives portion of Wexpros income from oil operations after

recovery of Wexpros operating expenses
and return on investment This amount which is included in revenues and reduces

amounts billed to gas distribution customers was $2.5 million in 2012 $3.3 million in 2011 and $1.1 million in 2010 The

amounts that Questar Gas paid Wexpro for the operation of cost-of-service
gas properties were $274.0 million in 2012 $253.4

million in 2011 and $240.0 million in 2010 Questar Gas reports these amounts in cost of natural gas sold

Questar Gas had lease with an affiliate for space in an office building located in Salt Lake City Utah which expired on

April 30 2012 Rent expense was $0.4 million in 2012 $1.1 million in 2011 and $2.5 million in 2010

Questar charged Questar Gas for certain administrative functions amounting to $42.1 million in 2012 $46.9 million in 2011

and $13.2 million in 2010 These costs are included in operating expenses and are generally allocated based on each affiliated

companys proportional share of revenues less product costs property plant and equipment and labor costs Management

believes that the allocation method is reasonable

Questar Gas borrowed cash from Questar and incurred interest
expense of $0.6 million in 2012 $0.3 million in 2011 and $0.4

million in 2010

Questar Pipeline

Questar Pipeline receives substantial portion of its revenues from Questar Gas Revenues received from Questar Gas were

$74.0 million in 2012 $74.1 million in 2011 and $73.9 million in 2010

In 2012 2011 and 2010 Questar Gas provided technical and communication services to Questar Pipeline In 2010 Questar Gas

also provided administrative accounting legal data-processing and regulatory support to Questar Pipeline Questar Gas

provided these services at its cost of $8.8 million in 2012 $9.6 million in 2011 and $20.2 million in 2010 The majority of these
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costs are allocated and included in operating expenses The allocation methods are based on the specific nature of the charges

Management believes that the allocation methods are reasonable

Questar charged Questar Pipeline for certain administrative functions amounting to $22.0 million in 2012 $22.2 million in

2011 and $7.0 million in 2010 These costs are included in operating expenses and are generally allocated based on each

affiliates proportional share of revenues less product costs property plant and equipment and labor costs Management

believes that the allocation method is reasonable

Questar Pipeline had lease with an affiliate for space in an office building located in Salt Lake City Utah which expired on

April 30 2012 Rent expense was $0.3 million in 2012 $0.9 million in 2011 and $0.8 million in 2010

Questar Pipeline loaned excess funds to Questar and earned interest income of $0.1 million in 2012 and 2011 and $0.3 million

in 2010 Questar Pipeline borrowed cash from Questar and incurred interest expense of $0.1 million in 2011

Note 15 Discontinued Operations

QEP operations are reflected as discontinued operations in this Annual Report on Form 10-K and summarized below There

were no discontinued operations in 2012 or 2011

Year Ended

December 31

2010

in millions

Revenues 1109.8

Operating income 270.5

Discontinued operations net of income taxes of $86.3 million 148.2

Discontinued operations noncontrolling interest 1.3

Total discontinued operations net of income taxes
146.9

Earnings Per Common Share Attributable To Questar

Basic from discontinued operations
0.84

Diluted from discontinued operations
0.83

Note 16 Quarterly Financial Information Unaudited

Following is summary of unaudited quarterly financial information

First Second Third Fourth

Quarter Quarter Quarter Quarter Year

Revenues

2012

Operating income

Net income attributable to Questar

Basic EPS attributable to Questar

Diluted EPS attributable to Questar

Revenues

Operating income

Net income attributable to Questar

Basic EPS attributable to Questar

Diluted EPS attributable to Questar

in millions except per-share amounts

2011

425.7 188.4 141.8 343.0 1098.9

130.9 72.6 63.6 108.6 375.7

75.2 39.2 33.8 63.8 212.0

0.42 0.22 0.20 0.36 1.20

0.42 0.22 0.19 0.36 1.19

470.0 222.9 146.7 354.8 1194.4

122.8 73.7 63.8 106.6 366.9

69.9 40.3 36.1 61.6 207.9

0.40 0.22 0.21 0.34 1.17

0.39 0.22 0.20 0.34 1.16
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Note 17 Supplemental Gas and Oil Information Unaudited

The Company is making the following supplemental disclosures of
gas and oil producing activities in accordance with

accounting standards for extractive activities oil and gas and SEC Regulation S-X

The Company uses the successful efforts accounting method for its cost-of-service gas and oil properties

Cost-of-Service Activities

The following information is provided with respect to cost-of-service gas and oil properties managed and developed by Wexpro

and governed by the Wexpro Agreement Information on the standardized measure of future net cash flows has not been

included for cost-of-service activities because the operations of and return on investment for such properties are regulated by

the Wexpro Agreement

Capitalized Costs of Cost-of-Service Activities

Capitalized costs of cost-of-service gas and oil properties net of the related accumulated depreciation depletion and amortization

are shown below

December 31

2012 2011

in millions

Wexpro 780.4 708.6

Questar Gas 7.8 8.5

Total capitalized costs of cost-of-service activities 788.2 717.1

Costs Incurred for Cost-of-Service Activities

Total development costs incurred by Wexpro for cost-of-service
gas and oil-producing activities were $147.5 million in 2012

$149.1 million in 2011 and $87.0 million in 2010 The costs incurred to develop proved undeveloped reserves were $50.4

million in 2012 $69.7 million in 2011 and $8.5 million in 2010

Results of Operations for Cost-of-Service Activities

Following are the results of operations for cost-of-service gas- and oil-producing activities before corporate overhead and interest

expenses

Year Ended December 31

2012 2011 2010

in millions

Revenues

From unaffiliated customers 36.1 31.5 24.6

From affiliated companyW 274.1 253.6 240.2

Total revenues 310.2 285.1 264.8

Production costs 50.1 51.2 48.1

Depreciation depletion and amortization 77.4 63.9 62.1

Total expenses 127.5 115.1 110.2

Revenues less expenses 182.7 170.0 154.6

Income taxes 64.8 62.0 54.9

Results of operations for cost-of-service
gas-

and oil-producing activities

excluding corporate overhead and interest
expenses 117.9 108.0 99.7

Primarily represents revenues received from Questar Gas pursuant to the Wexpro Agreement Revenues include

reimbursement of general and administrative expenses amounting to $26.5 million in 2012 $23.5 million in 2011 and $19.8

million in 2010
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Estimated Quantities of Cost-of-Service Proved Gas and Oil Reserves

Estimates of cost-of-service proved gas
and oil reserves have been prepared in accordance with professional engineering

standards and the Companys established internal controls The estimates were prepared by Wexpros reservoir engineers

individuals who possess professional qualifications and demonstrated competency in reserves estimation and evaluation

Because gas reserves managed developed and produced by Wexpro are delivered to Questar Gas at cost-of-service SEC

guidelines with respect to standard economic assumptions are not applicable The SEC acknowledges this potential

circumstance and provides that companies may give appropriate recognition to differences arising because of the effect of the

rate-making process Accordingly in cases where differences arise because of the effect of the rate-making process Wexpro

uses minimum-producing rate or maximum well-life limit to determine the ultimate quantity of reserves attributable to each

well

Wexpro has limited proved undeveloped reserves to acreage in areas directly offsetting proved developed well The Company

annually reviews all proved undeveloped reserves to ensure an appropriate plan for development exists All proved

undeveloped reserves are converted to proved developed reserves within five
years

of the proved undeveloped reserve

booking At December 2012 all of the Companys proved undeveloped reserves were scheduled to be developed within five

years from the date such locations were initially disclosed as proved undeveloped reserves In 2012 Wexpro converted 15% of

total 2011 year-end proved undeveloped reserves to developed status

Revisions of prior estimates reflect the addition of new proved undeveloped reserves associated with current development

plans revisions to prior proved undeveloped reserves revisions to infill drilling development plans as well as the transfer of

proved undeveloped reserves to unproved reserve categories due to changes in development plans during 2012 and 2011

Wexpro changed its development plans in 2012 due to success in increasing production which resulted in higher proportion

of cost-of-service gas in Questar Gass natural gas supply Wexpro reduced the pace
of development and therefore has revised

downward proved undeveloped locations that are economic today but will not be drilled within five years of the initial

recording date The Companys year-end development plans are consistent with SEC guidelines for proved undeveloped reserve

development within five years

In establishing reserves the SEC allows the use of techniques that have been field tested and demonstrated to provide

reasonably certain results with consistency and repeatability in the formation being evaluated or in an analogous formation In

general the Company uses numerous data elements and analysis techniques in the estimation of proved reserves These data

elements and techniques include but are not limited to production tests well performance data decline curve analysis

wireline logs core data pressure transient analysis seismic data and interpretation and material balance calculations Although

the Company utilizes these reliable technologies no reserves were recorded more than one location away from production

from increasing recovery factor estimates or from extending down-dip reservoir limits associated with the use of reliable

technology

Wexpros estimates of proved reserves were made by the Companys engineers and are the responsibility of management The

Company requires that reserve estimates be made by qualified reserves estimators QREs as defined by the Society of

Petroleum Engineers standards The QRE5 interact with engineering land and geoscience personnel to obtain the necessary

data for projecting future production costs net revenues and ultimate recoverable reserves Management approves
the QRE5

reserve estimates annually All QRE5 receive ongoing education on the fundamentals of SEC reserves reporting through

internal and external training over the policies for estimating and recording reserves in compliance with applicable SEC

definitions and guidance
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Estimated quantities of cost-of-service proved gas and oil reserves are set forth below

Natural Gas
Natural Gas Oil and NGL

Equivalents

Bcf Mbbl Bcfe
Proved Reserves

Balances at December 31 2009 649.4 4483

Revisions previous estimates 202.3 1297
Extensions and discoveries 341.5 2107

Production 50.2 437

676.3

210.1

354.2

52.9

767.5

155.5

232.0

53.3

790.7

159.0

164.0

61.5

734.2

Balances at December 31 2010 738.4 4856

Revisions previous estimates 153.9 259
Extensions and discoveries 224.7 1214

Production 50.5 467
_______

Balances at December 31 2011 758.7 5344

Revisions previous estimates 158.4 122
Extensions and discoveries 154.4 1612

Production 57.5 665
______

Balances at December 31 2012 697.2 6169

Proved Developed Reserves

Balances at December 31 2009 477.1 3070 495.5

Balances at December31 2010 463.8 3138 482.6

Balances at December 31 2011 491.2 4420 517.7

Balances at December 31 2012 523.9 4967 553.7

Proved Undeveloped Reserves

Balances at December 31 2009 172.3 1413 180.8

Balances at December 31 2010 274.6 1718 284.9

Balances at December 31 2011 267.5 924 273.0

Balances at December 31 2012 173.3 1202 180.5
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Financial Statement Schedules

QUESTAR CORPORATION

Schedule of Valuation and Qualifying Accounts

Column Column

Column Amounts Deductions for

Column Beginning charged accounts written Column

Description Balance to expense
off and other Ending Balance

in millions

Year Ended December 31 2012

Allowance for bad debts 3.2 1.2 1.3 3.1

Year Ended December 31 2011

Allowance for bad debts 3.2 2.4 2.4 3.2

Year Ended December 31 2010

Allowance for bad debts 5.4 0.5 2.7 3.2

QUESTAR GAS COMPANY
Schedule of Valuation and Qualifying Accounts

Column Column

Column Amounts Deductions for

Column Beginning charged accounts written Column

Description
Balance to expense

off and other Ending Balance

in millions

Year Ended December 31 2012

Allowance for bad debts 2.9 1.1 1.2 2.8

Year Ended December 31 2011

Allowance for bad debts 2.9 2.4 2.4 2.9

Year Ended December 31 2010

Allowance for bad debts 5.1 0.5 2.7 2.9

QUESTAR PIPELINE COMPANY
Schedule of Valuation and Qualifying Accounts

Column Column

Column Amounts Deductions for

Column Beginning charged accounts written Column

Description Balance to expense off and other Ending Balance

in millions

Year Ended December 31 2012

Allowance for bad debts 0.3 0.1 0.1 0.3

Year Ended December 31 2011

Allowance for bad debts 0.3 0.3

Year Ended December 31 2010

Allowance for bad debts 0.3 0.3
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ITEM CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

Questar Questar Gas and Questar Pipeline have not changed their independent auditors or had any disagreement with them

concerning accounting matters and financial statement disclosures within the last 24 months

ITEM 9A CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

The Chief Executive Officers and Chief Financial Officer of Questar Questar Gas and Questar Pipeline have evaluated the

effectiveness of the disclosure controls and procedures as such term is defined in Rules 13a-15e and 15d-15e under the

Securities Exchange Act of 1934 as amended as of December 31 2012 Based on such evaluation such officers have

concluded that as of December 31 2012 Questars Questar Gass and Questar Pipelines disclosure controls and procedures

are effective

Changes in Internal Controls

There were no changes in the Questars Questar Gass and Questar Pipelines internal controls over financial reporting that

occurred during the quarter ended December 31 2012 that have materially affected or are reasonably likely to materially

affect Questars Questar Gass and Questar Pipelines internal control over financial reporting

Managements Assessment of Internal Control Over Financial Reporting

Questars Questar Gass and Questar Pipelines management is responsible for establishing and maintaining adequate internal

control over financial reporting as defined in Exchange Act Rules 13a-l5e and l5d-15e Questars Questar Gass and

Questar Pipelines management assessed the effectiveness of each companys internal control over financial reporting as of

December 31 2012 The criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in

Internal Control Integrated Framework were used to make this assessment We believe that Questars Questar Gass and

Questar Pipelines internal control over financial reporting as of December 31 2012 is effective based on those criteria

The effectiveness of Questars internal control over financial reporting as of December 31 2012 has been audited by Ernst

Young LLP an independent registered public accounting firm as stated in their report on the following page
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of

Questar Corporation

We have audited Questar Corporations internal control over financial reporting as of December 31 2012 based on criteria

established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway

Commission the COSO criteria Questar Corporations management is responsible for maintaining effective internal control

over financial reporting
and for its assessment of the effectiveness of internal control over financial reporting included in the

accompanying Managements Assessment of Internal Control Over Financial Reporting Our responsibility
is to express an

opinion on the companys internal control over financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board United States

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal

control over financial reporting was maintained in all material respects Our audit included obtaining an understanding of

internal control over financial reporting assessing the risk that material weakness exists testing and evaluating the design and

operating effectiveness of internal control based on the assessed risk and performing such other procedures as we considered

necessary
in the circumstances We believe that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally

accepted accounting principles companys internal control over financial reporting includes those policies and procedures

that pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and

dispositions
of the assets of the company provide reasonable assurance that transactions are recorded as necessary to permit

preparation of financial statements in accordance with generally accepted accounting principles and that receipts and

expenditures of the company are being made only in accordance with authorizations of management and directors of the

company and provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or

disposition of the companys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

In our opinion Questar Corporation maintained in all material respects effective internal control over financial reporting as of

December 31 2012 based on the COSO criteria

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United States

the consolidated balance sheets of Questar Corporation as of December 31 2012 and 2011 and the related consolidated

statements of income and comprehensive income equity and cash flows for each of the three years in the period ended

December 31 2012 of Questar Corporation and our report dated February 21 2013 expressed an unqualified opinion thereon

Is/Ernst Young LLP

Salt Lake City Utah

February 21 2013
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ITEM 9B OTHER INFORMATION

There is no information to report in Item 9B

PART III

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information requested in Item 10 concerning Questars directors is presented in the Companys definitive Proxy Statement

under the section entitled Election of Directors and is incorporated herein by reference definitive Proxy Statement for

Questars 2013 annual meeting will be filed with the Securities and Exchange Commission on or about March 29 2013

Information about the Companys executive officers can be found in Item of Part of this Annual Report

Information concerning compliance with Section 16a of the Exchange Act is presented in the definitive Proxy Statement for

Questars 2013 annual meeting under the section entitled Section 16a Compliance and is incorporated herein by reference

The Company has Business Ethics and Compliance Policy Ethics Policy that applies to all of its directors officers

including its Chief Executive Officer and Chief Financial Officer and employees Questar has posted the Ethics Policy on its

internet site www.questar.com Any waiver of the Ethics Policy for executive officers must be approved only by the Companys
Board of Directors Questar will post on its internet site any amendments to or waivers of the Ethics Policy that apply to

executive officers

ITEM 11 EXECUTIVE COMPENSATION

The information required to be furnished pursuant to Item 11 will be set forth under the caption Compensation Discussion and

Analysis in the Proxy Statement and is incorporated herein by reference

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information requested in Item 12 for certain beneficial owners is presented in Questars definitive Proxy Statement for the

Companys 2013 annual meeting under the section entitled Security Ownership Principal Holders and is incorporated herein

by reference Similar information concerning the securities ownership of directors and executive officers is presented in the

definitive Proxy Statement for the Companys 2013 annual meeting under the section entitled Security Ownership Directors

and Executive Officers and is incorporated herein by reference

Finally information concerning securities authorized for issuance under the Companys equity compensation plans as of

December 31 2012 is presented in the definitive Proxy Statement for the Companys 2013 Annual Meeting of Shareholders

under the section entitled Equity Compensation Plan Information and is incorporated herein by reference

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information requested in Item 13 for related transactions involving the Companys directors and executive officers is

presented in the definitive Proxy Statement for Questars 2013 Annual Meeting of Shareholders under the section entitled

Certain Relationships and Related-Person Transactions

ITEM 14 PRINCIPAL ACCOUNTING FEES AND SERVICES

The information requested in Item 14 for principal accountant fees and services for Questar is presented in the definitive Proxy
Statement for Questars 2013 Annual Meeting of Shareholders under the section entitled Finance and Audit Committee

Report and is incorporated herein by reference Questars total accounting fees and services for 2012 were $1.0 million of

which $0.4 million related to Questar Gas and $0.4 million related to Questar Pipeline
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PART IV

ITEM 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

and Financial statements and financial statement schedules filed as part of this report are listed in the index included in

Item of this report

Exhibits available in original Form 10-K filed with the Securities and Exchange Commission at www.sec.gov

SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrants have duly caused

this report to be signed on their behalf by the undersigned thereunto duly authorized on the 21st day of February 2013

QUESTAR CORPORATION
QUESTAR GAS COMPANY
QUESTAR PIPELINE COMPANY
Registrants

By Is/Ronald Jibson

Ronald Jibson

Chairman President and Chief Executive Officer

Principal Executive Officer

Questar and Questar Gas

Chairman of the Board Questar Pipeline

By Is/R Allan Bradley

Allan Bradley

President Chief Executive Officer and Director

Principal Executive Officer

Questar Pipeline

By Is/Kevin Hadlock

Kevin Hadlock

Executive Vice President and Chief Financial Officer

Principal Financial and Accounting Officer

Questar Questar Gas and Questar Pipeline

Director Questar Gas and Questar Pipeline

By Is/Craig Wagstaff

Craig Wagstaff

Director Questar Gas

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following

persons on behalf of Questar Corporation and in the capacities and on the date indicated

Teresa Beck Director

Cash Director

Laurence Downes Director

Gary Michael Director

Keith Rattie Director

Harcis Simmons Director

Bruce Williamson Director

February 21 2013 /slRonald Jibson

Ronald Jibson Attorney in Fact
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Questar Corporation and Subsidaries

Corporate Information

History

Questar Corporations origins date

to the 1922 discovery of natural

gas in southwestern Wyoming by

predecessor exploration-and-

production company

The company built pipeline

completed in 1929 to transport

natural gas from Wyoming to Utah

In 1935 various holdings were con

solidated under the name Mountain

Fuel Supply Company In the 1980s

we restructured and formed Questar

Corporation as holding company

In 2010 Questar spun off its high-

growth unregulated exploration-

and-production subsidiaries keep

ing Wexpro unique natural

gas-development company
with the corporation

Today Questar is natural gas-

focused energy company with three

principal lines of business retail gas

distribution interstate gas transpor

tation and storage and

gas development and production

Common Stock

175.1 million shares issued and

outstanding without par value

at Dec 31 2012

Listed on the New York Stock

Exchange ticker symbol STR

Shareholder Records

Transfer and Paying Agent

Wells Fargo Bank N.A

Shareowner Services

1110 Centre Point Curve

Suite 101

MAC 9173-010

Mendota Heights MN 55120

Tel 866-877-6324 toll free

Dividend Reinvestment

and Stock-Purchase Plan

Registered shareholders may pur
chase common stock directly from

the company Shareholders may
also reinvest dividends to purchase

additional shares of common stock

Wells Fargo will process transactions

and provide prospectus upon

request see address above

Annual Meeting

The 2013 Annual Meeting of

Shareholders will be at a.m MDT

Friday May 10 2013 at the

D.N Rose Building

1140 West 200 South

Salt Lake City Utah

Analyst Contact

Tony Ivins

Treasurer and director

of investor relations

Tel 801-324-5218

Media Contact

Chad Jones

Corporate communication

Tel 801-324-5495

Offices

Questar Corporation

333 South State St

RO Box 45433

Salt Lake City UT 84145-0433

Tel 801-324-5000

Wexpro Company

333 South State St

RO Box 45003

Salt Lake City UT 84145-0003

Tel 801-324-2534

Questar Pipeline Company

333 South State St

RO Box 45360

Salt Lake City UT 84145-0360

Tel 801-324-2400

Questar Gas Company
333 South State St

RO Box 45360

Salt Lake City UT 841 45-0360

Tel 801-324-5555

Corporate Website

Corporate information is available

online at Questar.com

Company Certification

In 2012 the company submitted

the annual certification of its chief

executive officer regarding the

companys compliance with the

New York Stock Exchanges corpo
rate governance listing standards

pursuant to Section 303A.12a of

the NYSE Listed Company Manual

Auditors

Ernst Young LLP

Independent Registered

Public Accounting Firm

178 South Rio Grande Street

Suite 400

Salt Lake City UT 84101
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Questar Corporation and Subsidaries

Officers and Management

Questar Corporation Kelly Maxfield Christopher Beilby Ronald Jorgensen

Vice president information Manager completions General manager operations
Ronald Jibson

technology and administration
William Davey Shelley Wright KendrickChairman president and

chief executive officer Anthony Ivins Manager drilling General manager marketing

Treasurer and director and business development
Allan Bradley

investor relations
Jonathan Duke

Executive vice president Director joint operations
Questar Gas Company

Patrick Teuscher and regulatory affairs

Kevin Hadlock
Chief risk officer and Craig Wagstaff

Executive vice president and
general manager audit

Dee Heugly
Executive vice president and

chief financial officer Director business development
chief operating officer

Julie Wray
Thomas Jepperson

Assistant corporate secretary
Gary Stidham

Scott Brown
Executive vice president general

director compensation
Director administration

Vice president operations
counsel and corporate secretary and benefits

Questar Pipeline Company Barrie McKay
James R.Livsey Chad K.Jones Vice president state

Executive vice president
Director corporate

Allan Bradley
regulatory affairs

President and chief

Craig Wagstaff
communication

executive officer Christina Faust

Executive vice president General manager gas supply
Lawrence Conti

Colleen Larkin Bell Wexpro Company
Vice president Carl Galbraith

Vice president and assistant
James Livsey operations and engineering General manager

general counsel
Executive vice president Business development

Shahab Saeed
Rey Butcher and chief operating officer

Vice president chief operating Brad Hasty
Vice president

Brady Rasmussen officer QuestarEnergyServices Genera manager engineering

government affairs
Vice president administration and project management

Kim Blair

David Curtis
Justin Woody General manager engineering Brad Markus

Vice president and controller
Vice president and project management General manager customer

Kimberley Heimsath engineering and geoscience
Bradley Burton

service commuity relations

Vice president environmental
Jimmy Druce General manager federal

and NGV5

health and safety Genera manager operations regulatory affairs and FERC Vaughn Shosted

compliance officer Genera manager operations support
Management Committee

Questar Mission Statement

Questar is an integrated natural gas-focused energy company with core operations in the Rockies Our primary business objectives are to provide excellent

customer service and superior long-term shareholder value We use capital wisely operate efficiently and safely and find ways to improve performance We

provide culture that brings out the best in our people We respect and protect the environment We contribute to better quality of life in our communities

Business Ethics and Compliance Policy

Questars Business Ethics and Compliance Policy reflects and preserves the high standards of business conduct that are company legacy Questar is

committed to full compliance with both the letter and the spirit of the numerous laws and regulations that affect the company This statement has been

approved by the finance and audit committee of Questars board of directors and by executive management

The following policies apply to all Questar employees officers and directors

Questar is committed to dealing fairly with employees customers suppliers and competitors

Questar adheres to the highest standard of business ethics and seeks to merit the respect of government and regulatory authorities customers the

public the business community and Questar shareholders

Questar is required to comply with applicable laws rules and regulations and must avoid any activities that could involve or lead to involvement in any

unlawful practice

Environmental Policy

Questar respects and protects the environment We believe our reputation as an environmentally responsible operator is source of competitive advantage

We understand that company must earn reputation for environmental citizenship That is why we nurture culture in which good environmental

stewardship is ingrained in our day-to-day decisions At Questar we

Ensure that we meet or exceed the requirements of environmental laws and regulations and other standards that we have voluntarily adopted

Ensure that all our employees recognize their responsibilities for complying with environmental rules

Encourage our employees to continue to improve their environmental performance by providing the training and the human physical and financial

resources to achieve our environmental goals

Prevent pollution and respond to incidents quickly and effectively

Work with public and private agencies to develop new laws and rules that are protective of the environment

Utilize management review and performance monitoring to ensure our environmental management systems are effective

Full copies of these policies are available at Questar.com
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Teresa Beck 58
Former picsident and chief financial officer American Stores

lirector the Nature Conservancy and the Nature Conservancy

of ah membei of the University of Utahs National Advisory

Council Questar director since 1999

Don Cash 70
Foimer chairman president and chief executive officer Questar

Corp diiector lions Bancorporation National Fuel Gas Co

nd Assoc ated Electric and Gas Insurance Services Ltd

Ques ar directoi since 1977

Laurence Downes 55
hairman pi

esident and chief executive officer New Jersey

Resources member Board of the New Jersey Economic

Deve opment Authority diiector and past chairman of the

American Gas Association and the Natural Gas Council trustee

Amei ican Gas Foundation and Choose New Jersey Questar

director since 2010

Ronad Jibson 59
Chairman president and chief executive officer Questar Coip

Wexpro Company and Questai Gas Company chair and execu

tiv committee member American Gas Association former chair

Westcrn Energy Institute chair of the Board of Trustees for Utah

Stale University and the Economic Development Corpoiation

of Utah director Gas Technology Institute Questar director

sinc 2010

Gary Mchae 72
Retired chairman ar chief executive officer AIbertons Inc

director ldacorp Inc and the Cloiox Co former interim president

of the University of Idaho Questrir director since 1994

Keith Rattie 59
Former chairman piesident and chiel executive officer Questar

Corp former chairman QEP Resources director lions First

National Bank Hoc kWater Lnergy Solutions QLP Rcsoc rces arid

ENSCO International past chair Interstate Natuial Gas Association

of America Questar director since 2001

Harris ft Simmons 53
Chairman president and chief executive offic or lions

Bancorporation director O.C taiinei Co and National life

Holding Corp Quetar duector since 1992

Bruce Williamson 53
President hief executive officcr and dii ector Cleco Corp

TOi nier chairman presideiit arid chief exer ulive ufficer Dyntgy

Inc former president and chief executive officer Duke Energy

Global Markets Questar diiector since 2006
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